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SENATE-Monday, November 4, 1991 
November 4, 1991 

The Senate met at 11:30 a.m., on the 
expiration of the recess, and was called 
to order by the Honorable PAUL D. 
WELLSTONE, a Senator from the State 
of Minnesota. 

PRAYER 
The Chaplain, the Reverend Richard 

C. Halverson, D.D., offered the follow
ing prayer: 

Let us pray: 
Blessed is the nation whose God is the 

Lord** *.-Psalm 33:12. 
Almighty God, Creator, and Father 

of all peoples, our prayer is made at a 
time of great need. You know better 
than we, better than political polls, the 
consternation, mistrust, and anger of 
the people. You know the minds and 
hearts of the Senators-their struggle, 
in the light of conscience, with people 
demands, economic and financial reali
ties, and the pragmatism of politics as 
the 1992 national election warms up. 
The situation demands more than the 
best human wisdom and ingenuity has 
to offer. 

Gracious God, help us take seriously 
the words of Franklin Delano Roo
sevelt, spoken at a time of national 
disaster: "No greater thing could hap
pen to our land today than a revival of 
the spirit of religion-a revival that 
would sweep through the homes of the 
Nation and stir the hearts of men and 
women of all faiths to a reassertion of 
their belief in God and their dedication 
to His will for themselves and for their 
world. I doubt if there is any problem
social, political, or economic-that 
would not melt away before the fire of 
such a spiritual awakening." Revive 
us, 0 Lord, restore our confidence in 
reality beyond the finite limits of the 
secular and the temporal. 

In the name of mm who is the Way, 
the Truth, and the Life. Amen. 

APPOINTMENT OF ACTING 
PRESIDENT PRO TEMPORE 

The PRESIDING OFFICER. The 
clerk will please read a communication 
to the Senate from the President pro 
tempore [Mr. BYRD]. 

The legislative clerk read the follow
ing letter: 

U.S. SENATE, 
PRESIDENT PRO TEMPORE, 

Washington, DC, November 4, 1991. 
To the Senate: 

Under the provisions of rule I, section 3, of 
the Standing Rules of the Senate, I hereby 
appoint the Honorable PAUL D. WELLSTONE, a 
Senator from the State of Minnesota, to per
form the duties of the Chair. 

RoBERT C. BYRD, 
President pro tempore. 

(Legislative day of Tuesday, October 29, 1991) 

Mr. WELLSTONE thereupon assumed 
the chair as Acting President pro tem
pore. 

The ACTING PRESIDENT pro tem
pore. In my capacity as a Senator from 
Minnesota, I suggest the absence of a 
quorum. 

The clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 
Mr. CONRAD. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so or
dered. 

RESERVATION OF LEADER TIME 
The ACTING PRESIDENT pro tem

pore. The leader time is reserved under 
the previous order. 

MORNING BUSINESS 
The ACTING PRESIDENT pro tem

pore. Under the previous order, there 
will now be a period for the transaction 
of morning business not to extend be
yond the hour of 12 noon with Senators 
permitted to speak therein for not to 
exceed 10 minutes each. 

Mr. CONRAD. Mr. President, I ask 
unanimous consent to be permitted to 
speak for up to 15 minutes. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so or
dered. 

INTERNATIONAL TRADE AND JOBS 
Mr. CONRAD. Mr. President, today I 

would like to talk about international 
trade and jobs in the rural economy. 

As the occupant of the Chair so well 
knows, rural America is in serious eco
nomic trouble today because of years 
of economic mismanagement and disas
trous trade policies. The Great Plains 
of our Nation have lost 2 percent of its 
jobs in the 1980's and 5 percent of its 
population. Unfortunately, those prob
lems are continuing. Grain prices in 
real terms are at or near 50-year lows. 
Let me repeat that, Mr. President: 
Grain prices that our farmers receive 
are at or near 50-year lows. 

Oilseed exports are down 70 percent 
from 1980. Net farm income will fall 25 
percent this year over last. And esti
mates of net farm income over the next 
decade put it near Great Depression 
levels. That is the reality that we 
confront in the heartland of this coun
try, Mr. President. 

I think it is time to ask why the 
rural parts of this country are in such 

deep trouble? Why is there economic 
hardship all across the midsection of 
this country? Why, in the farming sec
tor, are we living off the balance sheet? 
Why are we finding year after year 
that our best young farmers are giving 
up, leaving the land, heading for the 
cities because they cannot make a de
cent living farming in America today? 

Just a few weeks ago, Mr. President, 
a very close friend of mine called me 
late one evening. He said, "Senator, I 
have just had something happen that 
shakes me very much. A neighbor just 
called me, one of the best farmers in 
all of southwestern North Dakota, and 
he said to me, 'If you know anybody 
that wants to buy land, ours is for 
sale.'" 

My friends said, "You know, my 
neighbor is not only the best young 
farmer in our part of the country, but 
also somebody who is almost debt free, 
and yet he is selling out. He is 40 years 
old." 

My friend asked his neighbor, "Why 
would you be selling?" 

He said, "Well, it is very simple: We 
looked at what has happened over the 
last 3 years. We realize we lost money 
every one of the last 3 years. We are 
not going to lose any more. We are get
ting out now." 

My friend told me, "Senator, if they 
cannot make it, none of us can make 
it." If they cannot make it, none of us 
can make it. 

Our State university did a study of 
the North Dakota farm economy. They 
found under the new farm bill that 
under current conditions, 35 percent of 
the grain farmers in my State are 
going to go out of business in the next 
5 years. 35 percent of the grain farmers 
in North Dakota cannot survive under 
the conditions that they face today. 

Mr. President, what is the problem? 
How can it be that 1 in 3 farmers in 
North Dakota cannot survive? How can 
it be that we are headed for levels of 
farm income that are like those of the 
Great Depression? How can that be? 

Mr. President, the major reasons are 
the billions of dollars in lost trade op
portunities, and tens of thousands of 
lost jobs, due to our bankrupt agricul
tural trade policies in this country. 

In the past decade this Nation has 
been in an agricultural trade war with 
the European Community, only our ad
ministration has been firing blanks 
while they have been firing live ammu
nition. 

Mr. President, this chart tells much 
of the story. It shows the European 
Economic Community and United 

• This "bullet" symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor. 
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States export subsidies in the year 
1991. Here is the United States, this lit
tle tiny bar down here-less than $1 bil
lion. This is what we are doing to fight 
in this traded war. And here is what 
our opposition is doing: This big bar 
that is 13 times as much. That is what 
the European Community is doing. 

With these expenditures the EC is 
taking market after market after mar
ket. Someday, someday soon, the Unit
ed States is going to wake up, the 
United States that has dominated 
world agricultural trade, and to find 
ourselves the poor cousin, and to find 
that the Europeans now dominate 
world agricultural trade. People in this 
country are going to ask the question: 
How could this have happened? Have 
America's trade negotiators been 
asleep? Has no one been making cer
tain that American markets were pro
tected? Has no one been interested in 
making sure that American jobs are 
still there? 

Mr. President, let me just give a few 
examples of what the Europeans have 
been doing while America has been 
asleep at the switch. 

This chart shows EC net grain trade. 
Subsidies have converted the EC from a 
net grain importer to world's second 
largest exporter-27 million metric 
tons of net exports in 1991-92. Quite a 
story, is it not, Mr. President? 

We go back to 1980 and 1981, Europe 
was importing grain, importing it. 
Look what happened. In 1984 and 1985, 
all of a sudden they turned from being 
an importer to being an exporter. Ever 
since then, they have been on a one
way escalator going up. 

Their share of world market's has in
creased year after year until they have 
moved into the No. 2 position in net 
grain trade. 

At the same time the EC has been ex
panding in grain production and ex
ports it has been expanding in oilseed 
production. EC oilseed production 
jumped fourfold over the past decade. 
Mr. President, now nearly 10 million 
tons larger than a decade ago. And 
some wonder why there is hurt across 
the heartland in America, Mr. Presi
dent. There is hurt because we are los
ing jobs and opportunity to the Euro
peans who have the good sense to go 
out and battle for these markets. 

While we wait and while we sit and 
while our administration does nothing 
but keep muttering the mantra of free 
trade, free trade, free trade, Europeans 
are in an aggressive battle to secure 
markets because they know, Mr. Presi
dent, that at some point we will recog
nize that this is a trade war. They be
lieve that at some point there will be a 
cease-fire, and they think it will be a 
cease-fire in place, and they want to 
occupy the high ground. Mr. President, 
they are well along the way. 

The EC agricultural trade war has 
cast a huge loss in U.S. acreage under 
production. This ought to sober up ev-

eryone who cares about the fundamen
tal health of America's economy be
cause this chart shows the EC increase 
in net exports over the past decade has 
cost 36 million acres of U.S. grain and 
soybean production. 

Mr. President, we have 36 million 
acres idled in America because of what 
the European Community has done 
with their aggressive trade practices 
and we do not hear a peep from this ad
ministration, Mr. President; not one 
word. We do not find the administra
tion out jawboning Europe. We do not 
see them with an aggressive trade pol
icy. Precisely the opposite, as the occu
pant of the Chair knows so well. 

In the last farm bill fight, the admin
istration was arguing to reduce the re
sources that America put in this trade 
war, to back out. That was their an
swer. In the face of an aggressive effort 
by Europe to secure these markets, the 
answer from this administration has 
been to raise the white flag of surren
der-surrendering the market, surren
dering the jobs, surrendering the op
portunities. And we wonder why there 
is a crisis in rural America. 

Mr. President, the beat goes on. And 
we know where this is all headed. Let 
me just show you what the support lev
els are commodity by commodity of 
our friends in Europe compared to 
what we are doing here in the United 
States. 

For sugar the Europeans are support
ing their producers at $30 a hundred
weight; the United States $18 a hun
dredweight. On sunflowers, the Euro
pean are supporting their producers at 
$28 a hundredweight. We are supporting 
our producers at $8.80 a hundredweight. 
On soybeans, they are supporting their 
producers at $15 a bushel. We are at 
one-third of that, $5 a bushel, Mr. 
President. On Durum wheat, they are 
supporting their producers at $9.50 a 
bushel; we are at $4. And on corn, Mr. 
President, they are at $5.20 a bushel, 
and we are at $2. 75. 

Is there any wonder that Europe is on 
the rise and America is in retreat in 
the grain markets of the world? 

Now I would guess those who are lis
tening in might ask themselves a ques
tion. Certainly, America, in these im
portant talks that are underway, is 
trying to secure a level playing field 
for America's producers. Would that 
not be logical? Would that not be what 
you would think would be happening? 

Would you not think that America's 
negotiators would be insisting that if 
we are going to have free trade, that it 
must be fair trade, and that an Amer
ican producer would get the same price 
for its production as the European pro
ducer? Would you not expect if we are 
going to have free trade that a farmer 
in North Dakota or Minnesota would 
get the same for a bushel of corn or a 
bushel of wheat as a European producer 
would get? Would that not be fair? 

That is not what is happening, Mr. 
President. That is not what is happen-

ing. We are not even seeking a level 
playing field. No, our negotiators are 
saying we are trying to get an equal 
percentage reduction from these un
equal levels of support. Think about 
that. Our negotiators are seeking to 
get an equal percentage reduction from 
these unequal levels of support. That 
can only produce one result. If you 
have equal percentage reductions from 
an unequal base, you wind up with an 
unequal result. Our negotiators would 
lock in the European advantage. They 
would lock in the chance for a Euro
pean farmer to get twice as much or 
three times as much for the very same 
commodity as the American producer. 

And some people wonder why Amer
ican producers are angry and worried 
about the future. It is very simple, Mr. 
President. They are fighting in a battle 
in which they are given no ammuni
tion, they are g1 ven no chance to win. 
They are locked into a situation in 
which the advantage of Europe will 
continue and grow. That is why the 
American farmers feel abandoned by 
this administration. And that is why 
American producers realize that unless 
there is a change in the American posi
tion, we cannot win. 

Mr. President, when you take an 
equal percentage reduction from an un
equal base, the result is to maintain 
the inequity. For those who say they 
are for free trade, let me just say, I 
agree. I am for free trade. But let them 
answer this question: Is it free trade if 
a European producer gets $8.50 for 
Durum wheat and an American farmer 
gets $3.70? Is it free trade if the Euro
pean farmer gets $4.70 for corn and an 
American farmer gets $2.60? Is it free 
trade if a European farmer gets $11.80 
for soybeans and an American farmer 
gets $5? 

Mr. President, my farmers do not 
think that is free trade. They think 
that is negotiated trade and that we 
are losing the negotiation. Because, 
Mr. President, these are the results 
that will come if the U.S. position in 
the trade talks is adopted. 

Can you believe it? Can you believe 
that is the U.S. position? The nego
tiators, who are being paid by United 
States taxpayers, are pushing a posi
tion that would lead to this result, a 
result in which European farmers 
would get two or three times as much 
as American farmers for the very same 
commodities. Can you believe that is 
the American negotiating position? 
Well, it is. 

We just had a meeting with Ambas
sador Hills last week and I asked her 
the question: Are you still pursuing a 
policy in which there will be equal per
centage reductions from an unequal 
base? Is that really our position? 

She said it was. 
That policy, that strategy, is an ab

solute disaster for American agri
culture. If we want to assure that the 
projections that net farm income in 
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the next 10 years will be at depression 
levels, we ought to just pursue this pol
icy; we ought to just say steady as she 
goes, let us keep right on, because this 
policy will absolutely assure that re
sult. 

This country simply cannot afford to 
continue on this path. All across my 
State people are hurting. At every 
community forum that I hold, farmers 
come up to me and say, "I do not see 
how I can survive. It does not pencil 
out. There is no way I can make ends 
meet. I am living off my balance sheet. 
When are you guys going to do some
thing about it? When are you guys 
going to do something about it?" 

There is a choice before America, and 
the choice is who is more important. Is 
it more important that our State De
partment representatives are greeted 
warmly at their receptions in the Euro
pean capitals? Or is it more important 
that the farmers and workers in this 
country be given a fair shake? Where 
do our negotiators direct their atten
tion? Where are their priorities? 

This administration thus far seems 
to think the top priority is maintain
ing good relations with those who are 
out to steal our markets. The amazing 
fact is we have actually financed this 
assault on our agricultural markets. 
How can that be? Very simply, Mr. 
President. While we see the Europeans 
spending $140 billion a year to subsidize 
agriculture, to secure our markets, to 
take our jobs-at the very same time 
they provide support 13 times as high 
as that provided in this country, we are 
paying their defense bills to the tune 
or over $100 billion a year. At the very 
time some wonder where they got the 
resources to do this, we know they are 
getting the resources from us. We pay 
their defense bills. They take the sav
ings and they put it into agriculture, 
so they can dominate world markets. 
They put the money into health pro
grams for their people. They put it into 
education programs for their people so 
they are competitive and can seize 
market after market from this coun
try. And you wonder when are we going 
to awaken to what is happening. 

What could be more clear? This is not 
free trade. This is not fair trade. It is 
negotiated trade, and we are losing the 
negotiations. 

Today I call on U.S. negotiators to 
change course. Forget this bankrupt 
policy of equal percentage reductions 
from an unequal base. Let us put 
America first. Let us insist that we go 
to a level playing field. If there is 
going to be free trade, let it be fair 
trade. If there is going to be an agricul
tural negotiation, let us make certain 
that American does not lose. 

I yield the floor. 
Mr. President, I suggest the absence 

of a quorum. 
The ACTING PRESIDENT pro tem

pore. The clerk will call the roll. 
The assistant legislative clerk pro

ceeded to call the roll. 

Mr. BOREN. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so or
dered. 

SENATE REFORM 
Mr. BOREN. Mr. President, I have 

been coming to the Senate each week, 
two times a week, to talk about the 
problems facing this institution. As all 
of us know, this institution is in trou
ble. Many of us, in a bipartisan effort, 
have joined together to try to start a 
movement which would overhaul this 
institution and bring about sweeping 
reforms, the kind of effort very much 
like that which was undertaken in 1947 
known as the Monroney-LaFollette 
Committee and proposal, which did 
bring about major changes in Congress. 

It was at a time in which the cold 
war was beginning and Congress real
ized it was not equipped to deal with 
the changes in the world that were tak
ing place. Now, as the cold war winds 
down, it is again appropriate that we 
undertake such an effort to make 
major changes in Congress. We all 
know, we all understand, that Congress 
is simply not equipped to deal with the 
challenges we are now facing. 

Over this past weekend the Washing
ton Post ran a series of stories which 
indicated that we do, indeed, face a cri
sis of confidence in our political insti
tutions in this country. In an article 
headed 11 A Tide of Pessimism and Po
litical Powerlessness Rises," the Post 
in the article written by Mr. Balz and 
Mr. Morin said: 

Under indictment by an increasingly cyni
cal public, the American political system 
stands trial a year before the 1992 elections, 
facing a crisis of confidence that rivals the 
period of disillusionment immediately after 
the Vietnam War and the Watergate scandal 
nearly two decades ago. 

The article goes on: 
Unlike the political upheaval of the 1970s, 

this period appears unique in that there is no 
cataclysmic event that triggered the current 
decline in confidence. Rather it is disillu
sionment by a thousand cuts: broken prom
ises, growing problems, failed policies, gov
ernmental gridlock and a corrosive mixture 
of money, special interests, negative cam
paigns and politically inspired spectacles 
that have created a widening gap between 
the politicians and the public they claim to 
serve. * * * 

Today, seven in 10 Americans believe the 
government is controlled by special inter
ests, not by themselves, a view that was re
jected by a similarly strong majority. 

Three-fourths of our people express
ing a lack of confidence in their own 
Government, the mirror image of the 
way people felt 40 years ago, when 
three-fourths of the American people 
expressed confidence in the Congress 
and confidence in their leaders and 
confidence in the institutions of Gov
ernment. 

Mr. President, how long are we going 
to wait to act? We all understand the 

problem; we all know. And the Senate 
has acted upon a bill which would re
form the way we finance campaigns in 
this country. I agree with the percep
tion of the American people that there 
is an undue influence of money in this 
system. I agree with the American peo
ple that special interests have too 
much ability to influence what goes on 
here. I understand why people have be
come deeply cynical about their own 
government. 

Mr. President, we have passed a bill 
that would start a process that would 
end up in a conference committee once 
the House of Representatives acts. It 
would enable us then to work with the 
White House to fashion a bipartisan 
compromise to stop the money chase in 
American politics, to change a system 
under which incumbent Members of 
Congress are able to raise and spend $8 
for every $1 that a challenger can raise. 

Mr. President, how long are we going 
to wait? I again urge the House of Rep
resentatives to act on campaign fi
nance reform so that we can begin the 
process of a conference that will lead 
to a fundamental and final agreement 
between both Houses of the Congress 
and the White House on this for reform 
of our political process. 

I also urge that we begin the process 
of holding hearings and acting upon 
Senate Concurrent Resolution 57, 
which would set up a special commit
tee of limited duration that would co
operate with volunteer, nonpaid staff, 
just as was the case in 1947 with the 
Monroney-LaFollette Commission, 
which received assistance from profes
sors, the American Political Science 
Association, the private sector, and 
other experts who helped bring about 
recommendations which made fun
damental changes in Congress. 

It is time for us to act. We have over 
300 committees and subcommittees. We 
are unable to get the peoples' business 
done. We run as fast as we can, from 
morning until night, taken up with 
trivia. Almost 7,000 bills introduced; 
only 250 enacted into law. The process 
is clogged. We have an ever growing bu
reaucracy, moving from 2,000 employ
ees to 14,000 employees over the past 
three decades. 

Mr. President, how long are we going 
to wait? Congressman HAMILTON and 
Congressman GRADISON, in a bipartisan 
effort, have introduced similar legisla
tion on the House side. My colleague, 
Senator DOMENICI, who is now on the 
floor, has joined me on the Senate side 
in a bipartisan effort to bring about 
the same kind of action. 

Mr. President, we are the trustees of 
this institution. If we do not act, if we 
do not take care of this institution, if 
we do not revitalize this institution, 
who else will? It is time for us to do 
something. 

The American people are absolutely 
right in their perceptions of the Con
gress. Let us be honest about it. They 
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have had enough, and those of us who 
came here because we wanted to make 
a difference in this country, because we 
wanted to contribute the ideas that we 
had and the experience that we had, to 
pass on something enhanced to the 
next generation, know that the institu
tional structure that has grown up over 
a period of years is preventing the kind 
of positive problem solution that our 
country cries out to have. 

No one else will do it if we do not do 
it. We are the trustees. These seats, 
these chairs, these desks belong to the 
American people, not to us. We are but 
their trustees. This institution belongs 
to them. We have a responsibility to do 
something that will restore this insti
tution to the vitality that it once had 
and to once again merit the respect of 
the American people. 

I am pleased to announce today that 
Senator MIKULSKI has now become a 
cosponsor of Senate Concurrent Reso
lution 57. She becomes the 16th Mem
ber of the Senate to join us in this ef
fort. Every day we are getting interest 
from other colleagues. I hope we will 
see the time when over half the Mem
bers of this body cosponsor this resolu
tion, we enact it into law, and we get 
on with the task that is before us. 

How long are we going to wait? How 
many more articles like this are we 
going to have to read? How many more 
polls are we going to have to see before 
we decide to do something? 

In 1968, 55 percent of the people 
agreed with the statement: "Those we 
elect to Congress in Washington lose 
touch with the people pretty quickly." 
Today, 74 percent agree with that 
statement. Three in five Americans say 
they have just a little or no confidence 
in Government to solve their country's 
major problems. How long are we going 
to wait? Are we going to wait until it 
is 80 or 90 percent? 

Question: "Do you think the elected 
leaders in Washington are really inter
ested in solving the Nation's biggest 
problems, or do you think they are just 
interested in appearing to solve them?" 
Only want to appear to solve them: 65 
percent. Are we going to wait until it 
is 99 percent who think we are not f\in
cere? 

"Do you think the overall level of 
honesty in politics has risen, fallen, or 
stayed the same in the last 10 years?" 
Fallen: 54 percent. "How much con
fidence do you yourself have in Con
gress?" The percentage saying they 
have some or very little confidence, 
just a little confidence: only 21 percent. 
On and on and on. 

"Do you favor a limitation on the 
number of years a person can serve in 
the Congress?" Favor: 74 percent. It is 
no wonder people agree with the state
ment made by Reggie Belk of Char
lotte, NC, quoted in the Post over the 
weekend: 

Congress is the best Government you can 
buy. Show me one poor person who serves in 

Congress. Show me one middle-class 
person * * *. 

Others mention the fact of special-in
terest groups and the impact because 
of the way we finance campaigns. 

Mr. President, let us not wait any 
longer. We came here because we want
ed to serve this country. Let us revital
ize this institution and bring it back to 
health so that we can make the kind of 
contributions we wanted to make when 
we first came to this place. Time is 
wasting. The crisis is deepening. Let us 
earn and merit the confidence of the 
American people once again by putting 
our own house in order. 

Mr. DOMENICI addressed the Chair. 
The ACTING PRESIDENT pro tem

pore. The Senator from New Mexico. 
Mr. DOMENICI. Mr. President, I ask 

unanimous consent that I be permitted 
to speak for 10 minutes, 5 on the sub
ject Senator BOREN spoke on, and 5 re
garding health care. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so or
dered. 

Mr. DOMENICI. I thank the Chair. 
Let me say to my friend from Okla

homa, Senator BOREN, I am first going 
to apologize. I have not been able to 
come to the floor with him each time 
he spoke on this, at least not in the 
last couple of weeks. I want to say that 
does not mean my commitment has 
weakened one bit. 

Frankly, it is amazing how we can sit 
here, the envy of the world with ref
erence to our democratic institution, 
and know full well because we do not 
choose to organize this beautiful, mar
velous institution of freedom in a way 
that permits us to do our jobs well, and 
we sit there and leave it like it is, and 
yet the whole world is looking at us, 
saying: We want to be like you. 

I am reminded, when the leader of 
Russia was here-Boris Yeltsin, he sat 
with us in a room over here-the rea
son I thought he was a pretty astute 
politician, he sat at the table with our 
leader, Senator MITCHELL, and the Re
publican leader, Senator DOLE, and a 
few other people. When he got up to 
make his remarks, he said this-I know 
it was said in typical jest by Senator 
DOLE, but frequently when he speaks 
like this it is very, very important, and 
he uses a light expression to make the 
point. Boris Yeltsin got up and said: 
"Sure was nice to sit by Senator DOLE 
and Senator MITCHELL, and to ·be in the 
U.S. Senate." [Through an interpreter.] 

"You know" Senator DOLE said, "you 
do not want to learn so much from us 
that you do everything like us." 

And everybody laughed and he 
laughed. I am sure Senator DOLE had in 
mind what we are talking about on the 
floor of the Senate today. 

Frankly, the time has come to say to 
the American people: We are going to 
try to do something about the way we 
run this place, to give our Senators an 
opportunity to do their job better so 

that they are not so dependent upon 
staff day by day, hour by hour, because 
they have no time to listen, to study, 
to prepare. 

And so we are jumping around from 
one committee to another. I admit that 
I am as guilty as any, but I also am 
ready to admit that if we reform the 
system, I am more than glad to get rid 
of committee assignments and make 
sure that all of us have far less to do. 
Hopefully, we will do it better. 

Mr. President, that does not mean 
that we should stop being politicians. 
It does not mean that we should stop 
debating on the floor of the Senate. It 
does not mean that we should agree on 
everything. Obviously, democracy re
quires different opinions among leaders 
and parties, and we ought to have that. 

But as a matter of fact, Mr. Presi
dent, and I say to my friend Senator 
BOREN, the truth of the matter is that 
less time is spent on that than any
thing else. How many times have we 
been on the floor when there is nobody 
here? 

I had a couple of people from out of 
State stop me the other day. There was 
apparently a debate they liked very 
much, three Democrats and one Repub
lican. I think I was the Republican. I 
think she liked the Democrats. But 
anyway, we were walking down the 
hall, and she thought it was such a 
good afternoon of debate. She said, 
"Where are all the Senators?" "Well, 
they are already home. They have left 
Washington." That was an afternoon 
for quorum calls and introducing a few 
bills. 

There is nothing wrong with that, 
but clearly, unless it is late of an 
evening, it is almost accidental to find 
two Senators standing up without a 
piece of paper that staff prepared that 
they are reading and getting at each 
other about what is wrong with the 
country or what is wrong with the 
other side's proposals. I submit to you 
they cannot; there is no time; they are 
on so many subcommittees, commit
tees, task forces, you cannot imagine. 

Actually, we are only asking for a 
chance. The Boren-Domenici suggested 
reform commission is not going to 
force its will on anybody. It is saying, 
give us a chance. Give us some Sen
ators and a couple of outside people 
who want to help with this Senate and 
give us some time. We are going to 
hear from the best thinkers in the 
country, from institutions that have 
studied the Senate or that will, and we 
are going to ask them to help us decide 
how to make this an institution which 
keeps pace with our times. 

We are not going to be able to restore 
public confidence or trust until we 
take some necessary steps to right our 
own house, to make this place a better 
place to work, one where the lines are 
more clearly drawn and one where the 
time of Senators, if they want to, can 
be spent on serious matters affecting 
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our country, where they will have 
enough time to think a little bit about 
some broad ideas rather than jumping 
around from one idea to another, one 
subcommittee to another, without a 
chance to do anything significant in 
between. 

So I once again say to my friend from 
Oklahoma, it was a pleasure to cospon
sor this proposal. It is my pleasure to 
push for it. I am very hopeful-and I do 
not even mind saying it here in pub
lic-I am very hopeful that Senator 
DOLE will be on the resolution very 
soon. I will be talking to him again 
today and tomorrow. 

Mr. BOREN. Will the Senator yield? 
Mr. DOMENICI. I will be pleased to 

yield. 
Mr. BOREN. Mr. President, I thank 

my friend from New Mexico. I am hon
ored to be able to work with him as a 
bipartisan team because, after all, this 
is an American problem. We must put 
aside party affiliation and work to
gether as Americans to solve this prob
lem. I am very proud to work with him 
on this matter. 

As he has indicated, one of the rea
sons why we have very little time to 
take care of the big problems facing 
this country, to engage in the kind of 
substantive debate we should, is that 
the average Member of the Senate now 
serves on 12 committees and sub
committees, running from morning to 
evening, on minor matters, on bills 
that should never have been produced 
clogging the process. 

I indicate to my colleague I have had 
a very good discussion of our proposal 
with the chairman of the Rules Com
mittee, Senator WENDELL FORD, of 
Kentucky. I know my colleague knows 
he is a person who sincerely--

Mr. DOMENICI. Absolutely. 
Mr. BOREN. Cares about major re

forms, cutting the mailing costs, cut
ting printing costs, doing some very 
positive things already. He certainly 
indicated to me he has an open mind 
about this and hopes the Rules Com
mittee-they are under some con
straints as we run toward the end of 
the session-will be able to consider 
our proposal in a timely fashion. I am 
very encouraged from that construc
tive conversation I had with him, and I 
want to pass that on to my colleague 
from New Mexico. 

The ACTING PRESIDENT pro tem
pore. The Senator from New Mexico is 
recognized. 

Mr. DOMENICI. I thank the Chair. 
(The remarks of Mr. DOMENICI per

taining to the introduction of S. 1912 
are located in today's RECORD under 
"Statements on Introduced Bills and 
Joint Resolutions.") 

CONCLUSION OF MORNING 
BUSINESS 

The ACTING PRESIDENT pro tem
pore. Morning business is closed. 

EXECUTIVE SESSION 
The ACTING PRESIDENT pro tem

pore. Under the previous order, the 
Senate will now go into executive ses
sion to proceed to the nomination of 
Robert M. Gates to be Director of 
Central Intelligence. The clerk will re
port. 

NOMINATION OF ROBERT M. 
GATES, OF VIRGINIA, TO BE DI
RECTOR OF CENTRAL INTEL
LIGENCE 
The assistant legislative clerk read 

the nomination of Robert M. Gates, of 
Virginia, to be Director of Central In
telligence. 

(Mr. REID assumed the chair.) 
Mr. BOREN. Mr. President, I thank 

the Chair. I thank my colleague for al
lowing us to talk about these other im
portant issues dealing with the reform 
of this institution itself and also the 
Senator from New Mexico speaking 
about health care as well, before we 
begin the discussion of the nomination 
which is now pending before the Sen
ate. 

As we turn to the nomination now 
before us and begin our discussion of 
this nomination let me say to my col
leagues that this certainly is one of the 
most important posts that we fill in 
the Government of the United States. 
It is particularly important because of 
the changes that are occurring in the 
world around us. The quality of intel
ligence provided to the policymakers 
in this country from the President of 
the United States on down over the 
next decade will have a great impact 
on the ability of this country to pre
pare itself for continued leadership in 
the world into the next century or, on 
the other hand, if intelligence fails to 
meet the task, fails to give the infor
mation, the analysis to the policy
maker that he or she needs, it could 
have a crippling impact upon our abil
ity to provide the same quality of life 
for the next generation as we have had 
in the past. 

Mr. President, when we began these 
confirmation hearings on the nomina
tion of Robert Gates to be Director of 
Central Intelligence, I expressed my 
hope that when we finished the process, 
without regard to the final vote, the 
American people could justifiably say 
our hearings had been both thorough 
and fair. 

I want to thank the members of the 
committee on both sides of the aisle for 
their cooperation and for their com
mon commitment with me to realize 
that goal. I appreciate the words of en
couragement which each one of the 
members of our committee has spoken 
to me about our process. I also want to 
thank the members of the staff on both 
sides of the aisle who have labored long 
hours to help us achieve our goal of 
thoroughness and fairness. 

Virtually every procedural procedure 
of the committee was unanimous dur-

ing our confirmation hearings and 
process. We have sought to be fair by 
involving the staff designees of every 
single member of the Senate Intel
ligence Committee, Democrat and Re
publican alike, to act as a steering 
committee in making decisions about 
which witnesses should be called, 
which documentary evidence should be 
obtained, and which evidence should be 
examined. We have had certainly no 
shortage of conflicting viewpoints and 
diversity of opinion among the wit
nesses, or reflected in the documents 
which we have studied, or the issues 
upon which we have focused. 

I honestly believe that these hearings 
have been the most thorough ever con
ducted for a nominee for the position of 
Director of Central Intelligence. The 
nominee himself answered more than 
800 questions under oath during the 
confirmation process before the Intel
ligence Committee. 

I would urge my colleagues to take 
time to read the report issued by the 
committee and to study any of the tes
timony or additional documents which 
they need to study to reach a thought
ful decision themselves about this 
nomination because of its importance. 

More people have been interviewed 
and more pages of documents have 
been studied and declassified than in 
any other confirmation hearing in the 
history of the Intelligence Committee. 
That is as it should be, because as I 
have said the next Director of Central 
Intelligence will be called upon to 
make the most sweeping changes in the 
intelligence community since the CIA 
was created almost a half century ago. 

In our committee process, we also 
sought to educate the American people 
through our confirmation hearings 
about the intelligence community. As 
taxpayers, the people pay a multi-bil
lion-dollar bill for intelligence, and 
they should know as much as possible 
about intelligence operations and the 
challenges which we face in a totally 
changed world. 

As I have said, in many ways the 
ability of our policymaker, including 
the President, to make sound decisions 
to .prepare us for the next century, will 
depend upon the quality of the intel
ligence which he receives and others 
who serve with him in the Government, 
both in the executive branch and in the 
Congress. 

After a very careful consideration I 
cast my vote as a member of the Intel
ligence Committee in favor of confirm
ing the President's nominee Robert M. 
Gates to be the Director of the Central 
Intelligence Agency. 

The committee voted 11 to 4 to favor
ably report his nomination to the full 
Senate. I reached the decision to vote 
for the confirmation of Mr. Gates for 
several reasons. 

First, Mr. Gates has the knowledge 
and experience vitally needed by the 
Director of the CIA. The next Director 
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will immediately have to plunge into 
the process of radically changing the 
intelligence community to coincide 
with all of the changes in the world 
around us. There is certainly no time 
to bring in a new Director from the 
outside, lacking in experience and de
tailed knowledge of the intelligence 
community. 

This is no time for on-the-job train
ing. We cannot afford to take 2 or 3 
years for the new Director to learn the 
current programs before thinking 
about how to change them. We need a 
Director who can hit the ground run
ning. There is absolutely no time to 
waste. 

We also need a Director who can 
work with Congress to develop new 
structures and budget priori ties and 
who has the respect and confidence of 
the President so that he will be pre
pared to implement these proposals. 
The President, who is himself a former 
Director of Central Intelligence, would 
simply not have the same level of re
spect for the opinions of a newcomer to 
the intelligence field, even a person of 
great stature, that he would have for 
the views of Mr. Gates, with whom he 
has already entrusted great respon
sibility as a member of his National 
Security Council staff, deputy National 
Security Adviser. 

Mr. President, I have had an oppor
tunity to discuss with our President, 
on several occasions, important intel
ligence matters, and since he is himself 
a former Director of Central Intel
ligence, I can tell my colleagues that 
he has decided views about intelligence 
issues, and he has a grasp of much de
tailed information. And because he has 
this personal experience, it is very dif
ficult, at times, to convince the Presi
dent to change his views and pre
conceptions about what should be done 
in a certain case. 

That is why it is important to have 
someone who also has experience in the 
intelligence community, particularly if 
we get into certain situations over the 
next year or two, as we grapple with 
changes that must be made in the in
telligence community; we must have 
someone whose experience and opinion 
the President will respect. If we bring 
in someone from the outside, someone 
even of immense ability, the President 
will take the view that, as a former Di
rector of Central Intelligence himself, 
he simply knows more about the intel
ligence issues than the person he has 
appointed as Director. 

That is not the case with Mr. Gates. 
It is going to take rapid action on our 
part. Anyone who thinks we are not 
going to have to bring about sweeping 
changes in the intelligence programs 
and intelligence budget, should simply 
stop and reflect upon the fact that over 
half of the agencies of the American in
telligence are targeted directly or indi
rectly on the Soviet military target, on 
a threat that has been severely dimin-

ished over the past few months. Many 
of the agencies that have been created 
as part of the intelligence community, 
since the beginning of the cold war, 
have been created to cope with that 
particular threat. 

This means that we must have tre
mendous shifts of budgetary priorities. 
Hopefully, we can have some bottom
line budget savings that will be signifi
cant. We must restructure what is left 
of the intelligence community in a way 
that meets new priori ties and enables 
that community, and the many tal
ented people who make it up, to effi
ciently meet the needs of a new cen
tury, to be equipped to deal with new 
missions that will be assigned. That is 
why we need someone not only with ex
perience, but also someone for whom 
the President of the United States will 
have respect as these important issues 
are being discussed. 

Second, I believe that the next Direc
tor should have a strong commitment 
to the congressional oversight process. 
As I said on the last day of the public 
hearings in our committee, I cannot ig
nore my own experience with Mr. Gates 
over the last 5 years. First, when he 
was Acting Director of the CIA, then 
when he was Deputy Director to Judge 
:Webster, and during the time that he 
has been deputy to General Scowcroft 
at the National Security Council. 

During the course of our hearings, we 
viewed in some detail those instances 
in recent years where he-at times sin
gle-handedly-stood up for the over
sight process and for improved rela
tionships between the branches of Gov
ernment, even at the point of arguing 
with the President himself in support 
of the need for an independent statu
tory inspector general for the Central 
Intelligence Agency, and for writing 
into law new oversight legislation to 
reflect the lessons learned from the 
Iran-Contra affair. 

Why, Mr. President, do I put such 
emphasis on the importance of the 
oversight process? Is it simply because 
I have been charged with the respon
sibility of serving as chairman of the 
Intelligence Committee for the past 5 
years? Is it simply because I want the 
power of Congress enhanced in this 
area, or specifically the power of the 
Senate Intelligence Committee, or the 
prestige of the Senate Intelligence 
Committee enhanced? Not at all, Mr. 
President. 

I am a believer in the oversight proc
ess, because it is virtually the only 
way that the American people-not 
Members of Congress, but the Amer
ican people, with their elected rep
resentatives acting on their behalf
have to make sure that the most secret 
programs of our Government are oper
ated in a way which is not only cost ef
fective, but perhaps, even more .impor
tant, consistent with the basic bedrock 
values to which we are committed as 
Americans, and that the law and the 
constitutional process will be followed. 

We had the tragedy in this country of 
the Iran-Contra affair, because there 
was a failure to notify the oversight 
committees, and because information 
was withheld in a way that the watch
dogs were not able to watch, that the 
American people, through their elected 
representatives, were not able to have 
a system of checks and balances in 
terms of the programs that were under
taken by some elements we now know 
of in the Intelligence Committee act
ing in league with those from the pri
vate sector, who had no authority from 
those elected and holding constitu
tional positions in our Government. 

That is why I feel so strongly about 
the oversight proces&-because it goes 
to the heart of our ability to control 
and hold accountable the most secret 
programs of our Government. 

Yes, there are times that we must 
have secret operations in the interest 
of national security, and those secrets 
must be kept. But, at the same time, 
under our constitutional representa
tive democracy, we must ensure that 
those programs are being operated with 
oversight by the people's representa
tives and by those who hold constitu
tional positions in our Government. 

That is why I think oversight is so 
important. That is why I have taken so 
seriously the responsibility that has 
been given to me and those who have 
worked with me as members of the In
telligence Committee, over now the 
past 7 years. I have been privileged now 
to serve as chairman of that committee 
longer than any other Member of the 
Senate since the committee was cre
ated. 

For 4 of those years, I was privileged 
to have as my vice chairman the dis
tinguished Senator from Maine [Mr. 
COHEN]. During this past year, I have 
been privileged to work with a new vice 
chairman, Senator MURKOWSKI of Alas
ka. Both of those vice chairmen have 
shared with me a conviction that we 
had a higher calling in that committee 
than any responsibility to party or to 
personal politics, that we really and 
truly did have a trusteeship respon
sibility for the rest of the Senate and 
for the American people; and that when 
an issue arises in that committee, un
like an issue before Agriculture Com
mittee, or the Commerce Committee, 
or the Finance Committee, or some 
other committee of the Congress, in
cluding those on which I serve, it was 
not my responsibility, or that of Sen
ator COHEN, or Senator MURKOWSKI, or 
the other members of our committee, 
to ask ourselves purely how do I feel 
about this program, but to ask our
selves how all of the Members of the 
Congress would feel about it, if they 
knew about it, and more importantly, 
how would the American people feel 
about it, if they knew about it? And if 
it cannot pass muster with the values 
of the American people, then it should 
not be undertaken. 
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That has been our responsibility. It 

is a responsibility that we have all 
tried to exercise as best we could. 

I am proud of the fact that it has 
been a responsibility that we have ex
ercised largely in a bipartisan fashion. 
I am proud of the fact that I can count 
on two hands the number of instances 
out of 300 or 400 major decisions that 
our committee has had to make over 
the last 5 or 6 years in which there has 
been a partisan division on our com
mittee. And, in fact, never has there 
been an actual party-line vote in our 
committee during this period of time. 
And nearly all of the decisions we have 
reached have been unanimous, because 
we have simply worked together until 
we reached a consensus that fairly re
flected the very diverse views that ar.e 
present on the Senate Intelligence 
Committee. 

So the oversight process is impor
tant. It is important to the American 
people. It is our means of ensuring that 
the CIA, its programs, and the secret 
programs of the rest of the intelligence 
community, are operated as they 
should be operated: honestly, lawfully, 
and in keeping with our basic values. 

That is why I think it is so impor
tant. That is why I cannot turn my 
back on the actions-not the words, 
not the rhetoric, but the actions--Mr. 
Gates took during the time that he 
served both as Acting Director after 
Mr. Casey's incapacitation and death, 
and as Deputy Director to Judge Web
ster. 

I point out that we are dealing, in 
the case of Mr. Gates, with a long
standing professional in the intel
ligence community, and not a politi
cian, or someone brought in because of 
political credentials. He has not been 
someone's campaign manager, like Mr. 
Casey was. He is a person who started 
out at age 24 in the intelligence com
munity as a junior analyst at the very 
bottom of the ladder. 

He has served as a professional in ad
ministrations of both our political par
ties. He served longer as deputy to Mr. 
Brzezinski and in the Carter White 
House than he served as deputy to Mr. 
Casey. He has served longer as deputy 
to Judge Webster and longer as deputy 
to General Scowcroft than he did, for 
example, as deputy to Mr. Casey. 

He has had strong bipartisan support 
of Directors appointed by Presidents of 
both political parties. We have received 
communications from several former 
Directors of the agency which indicate 
that their own experience in working 
with Mr. Gates was an experience that 
was very positive and constructive 
from their point of view. Those com
ments have come from a wide diver
gence of people, from Mr. Helms and 
Mr. Webster, former Directors, to Mr. 
Colby and Mr. Schlesinger, also former 
Directors. 

He has been praised by those who had 
known him in terms of their own over-

sight responsibility. I received a tele
phone call a few days ago from Con
gressman Edward Boland of Massachu
setts, the author of the Boland amend
ment which put restrictions on aid to 
the Contras during this very controver
sial period of time, a piece of legisla
tion that was a focal point in our in
quiry into the Iran-Contra affair, a dis
tinguished past chairman of the House 
Intelligence Committee. He called me 
on the telephone, having been watching 
the confirmation hearings, told me as 
former chairman of the House Intel
ligence Committee he had experience 
in dealing with Mr. Gates. He felt 
strongly he should be confirmed and 
should be Director of Central Intel
ligence because he had the experience 
and ability and objectivity to bring 
about the changes that are now needed 
in the Central Intelligence Agency. 

So we have had testimony from a 
number of people in a position to un
derstand the professional capabilities 
and qualities that are necessary for the 
next Director. 

From Adm. Robert Inman, former 
Deputy Director himself, one of the 
most highly regarded people in the in
telligence field, known as a reformer, 
perhaps the preeminent reformer in the 
intelligence community, who had in 
the past two or three decades been in 
support of Mr. Gates. 

All of them also point to his support 
of the oversight process. And again I go 
back not to rhetoric but to actions. I 
am sure Senator COHEN will have much 
to say in the course of this debate him
self about his own experience. 

Mr. President, I ask unanimous con
sent to print in the RECORD at this 
point an article written by former vice 
chairman of the committee, Mr. COHEN, 
in the Washington Post today headed 
"Why Robert Gates Should Be Con
firmed." 

There being no objection, the article 
was ordered to be printed in the 
RECORD as follows: 

[From the Washington Post) 
WHY RoBERT GATES SHOULD BE CONFIRMED 

(By William S. Cohen) 
During Robert Gates's recent confirmation 

hearings, the dark veil that conceals the 
CIA's inner workings was lifted. Behold, 
what the public discovered was not a spy pal
ace filled with robotic objectivity and steril
ity, but a bureaucracy teeming with real 
human beings, fuel-injected with passions, 
prejudices, ambitions and jealousies. Con
trary to popular myth, our intelligence pro
fessionals have not been drained of the emo
tions that bedevil most mortals. 

It was an important revelation and a time
ly reminder that as we search for the best in
dividuals to lead our institutions, we not 
view imperfection in character or error in 
performance with such piety that we em
brace those who have made no errors or en
emies by virtue of their having made no de
cisions. 

Bob Gates is a man who made both errors 
and enemies during his long career at the 
CIA. His critics claim that he is steel-el
bowed, hawkish, clever, selectively amnestic 

and intellectually accommodating to his su
periors. The most serious charge is that he is 
essentially dishonest. As evidence, his critics 
say he was involved in the Iran-contra scan
dal, skewed intelligence to conform to Presi
dent Reagan's or Bill Casey's predilections 
and was openly hostile to analysts who 
viewed the Soviet Union through glasses less 
darkly. The charges are more easily made 
than proved. 

IRAN-CONTRA INVOLVEMENT 

A common error is made in joining the sale 
of weapons to Iran with the diversion of 
funds from the sales to the Nicaraguan 
contras to form the shorthand description, 
"Iran-contra scandal." Knowledge of the 
foolhardy but legal sale of weapons is 
wrongly deemed to establish knowledge of 
and acquiescence in the illegal diversion of 
funds. I concede that Gates, once apprised of 
the diversion-be it in August or September 
of 1986-should have pursued the issue more 
aggressively. But I don't concede the charge 
that he was deeply involved in helping to 
conceal that diversion. 

One witness argued that since the director 
of the CIA knew of the diversion of funds, as 
allegedly did the deputy director for oper
ations, it was inconceivable Gates did not 
have full knowledge of the covert activities 
of Oliver North and others. As Arthur 
Liman, the Senate's counsel to the Iran
contra committee, has said: "Criminal con
spiracies usually do not conform to cor
porate hierarchies. Conspirators confide in 
fellow conspirators-not necessarily in their 
bosses." Adm. Bobby Inman's experience as 
Bill Casey's deputy offers validity to 
Liman's observation. 

PREPARATION OF FALSE TESTIMONY TO 
CONGRESS 

Gates was charged with overseeing the 
preparation of Bill Casey's testimony to Con
gress on Nov. 20, 1986. An initial draft indi
cated that a shipment of Hawk missiles in 
November of 1985 was said to be oil-drilling 
equipment. It is clear from the evidence that 
by 1986, Bill Casey knew that Hawk missiles 
were aboard a CIA-controlled aircraft. It is 
unclear, however, whether Casey knew at the 
time of the shipment itself the true nature of 
the cargo. In fact, John McMahon, who was 
then Casey's deputy, testified that he ini
tially believed that the cargo consisted of 
oil-drilling equipment. No evidence obtained 
throughout four major investigations sup
ports the charge that Gates knew what 
McMahon did not or that Gates had engaged 
in misleading Congress by preparing false 
testimony. 

POLITICIZATION OF INTELLIGENCE 

Two former intelligence analysts and one 
present consultant testified that Gates was 
guilty of the cardinal sin of manipulating in
telligence to appease policy makers. It is not 
an unprecedented charge-similar allega
tions were leveled against William Colby and 
more recently against William Webster-but 
it is one to be taken seriously, for it strikes 
at the very core of the agency's mission to 
seek and present the truth. Slanted intel
ligence is more dangerous than poor intel
ligence, or indeed, no intelligence. 

Politicization, like beauty, may rest in the 
eye of the beholder. The criticism, rejection 
or simple omission of an analyst's work may 
be seen by that analyst as intellectual dis
honesty rather than a legitimate difference 
of opinion. There are no hard evidentiary 
rules that can resolve the inevitable disputes 
between the managers of intelligence analy
sis and the managed. One must weigh factors 
such as: the personalities, philosophies, rna-



November 4, 1991 CONGRESSIONAL RECORD-SENATE 29847 
tivations and reputations of the individual 
involved; the persistence and depth of their 
disagreements; and the quality of the final 
intelligence products submitted to the policy 
makers. Of the roughly 2,500 intelligence es
timates produced during Bob Gates's tenure, 
a handful were presented to the committee 
as evidence that Gates sacrificed his integ
rity for political expediency. 

While others view the evidence differently, 
I found the charge of intellectual corruption 
exaggerated in some cases and simply wrong 
in others. For example, one witness (who 
himself was accused of politicization and be
lieves he was demoted by Gates) vehemently 
adhered to allegations that were flatly con
tradicted by the evidence. In one case, he al
leged that Bill Webster had ordered an inves
tigation of politicization and had directed 
that Gates not be advised of the investiga
tion. In another, he alleged that Gates had 
used a cover letter to transmit a CIA report 
on the attempted assassination of Pope John 
Paul II to Anne Armstrong, a member of the 
president's Foreign Intelligence Advisory 
Board, that was different from the one sent 
to the vice president. Both allegations were 
disproved at the hearings. Contrary to the 
charge that Gates was an unprincipled syco
phant who curried favor with his superiors, 
the evidence showed that Gates disseminated 
numerous reports contradicting the policies 
of the Reagan administration on such con
tentious issues as chemical weapons, Leb
anon, the Soviet pipeline and Soviet defense 
spending. 
A NEW WORLD ORDER DEMANDS A NON-CAREER, 

NON-CONTROVERSIAL DIRECTOR OF CENTRAL 
INTELLIGENCE 

The Soviet empire's collapse coupled with 
declining defense and intelligence budgets in 
the United States means that we will need to 
restructure the intelligence community radi
cally to meet the requirements of the new 
age. Some believe that no director of the CIA 
should ever come from within the agency, as 
that individual will be hampered or com
promised by institutional loyalties or enmi
ties. 

Independence and objectivity are impor
tant qualifications for any director. In addi
tion to these qualities, President Bush obvi
ously believes that an empirical understand
ing of intelligence requirements and oper
ations also is important at a time of dy
namic global change. 

Some of Gates's critics, however, even 
while assuming that an intelligence career 
person is not to be automatically disquali
fied from directing the CIA, maintain that 
whether his faults are real or imaginary, the 
mere perception that this particular nomi
nee carries the bruised baggage of another 
era precludes his confirmation to this posi
tion. It is an argument similar to one sweep
ing the country today that current members 
of Congress (who are viewed by a significant 
percentage of the American people as being 
corrupt) no longer should be called upon to 
deal with the fiscal, domestic and foreign 
policy problems confronting our nation. Ex
perience, be damned, they argue. We need 
those who have yet to be corrupted. 

I believe the hurricane winds of change dic
tate the next DCI be one who thoroughly un
derstands the strengths and weaknesses of a 
vast bureaucracy, who comprehends the 
complexities of the intelligence world, who 
knows where the agency must go in the fu
ture because he understands where it has 
been, and one who has learned from past mis
takes and is dedicated not to repeat them. 

My judgment rests on something less tan
gible than, but equal in importance to, the 

documentary record compiled on Bob Gates. 
I have had occasion to work with him closely 
when he served as acting director of the CIA 
and deputy director to Bill Webster. I found 
his commitment to strong congressional 
oversight to be sincere. There was no holding 
back or cutting cute corners with partial dis
closure of information. He proved open, 
forthcoming and prepared to carry out his 
responsibilities as fully to Congress as he 
was to the president. 

Bob Gates is not a flawless man with an 
unblemished record. There are few people in 
or out of Washington who can claim perfec
tion. I am persuaded, however, that he has 
the ability and the will to exercise judgment 
that is independent of political pressure and 
that he has the capacity to restore morale 
and effectiveness at the CIA. 

Mr. BOREN. Mr. President, from the 
very moment that Senator COHEN and I 
undertook the responsibilities to serve 
as chairman and vice chairman of the 
committee, during that entire period of 
time in which we were dealing with Mr. 
Gates as Acting Director and as Dep
uty Director, we met with him weekly 
or sometimes biweekly, at least once 
every 2 weeks. This has been our prac
tice continuing on with Judge Webster 
who had met similarly with myself and 
Senator MURKOWSKI to discuss those 
matters which were of greatest concern 
between the Intelligence Committee in 
the exercise of its watchdog respon
sibility and the community itself. 

Those meetings occurred between, as 
I say, usually the Director, sometimes 
the Deputy Director and the vice chair
man and myself over this period of 
time. 

We were given an opportunity not 
really even granted the other members 
of our own committee who saw these 
people, these leaders at the agency, far 
less frequently than we did to judge 
whether or not they were sincerely 
committed to the oversight process. 

I can say to my colleagues that dur
ing that period of time of those weekly 
meetings and biweekly meetings that 
time and time again as we sought to 
get information about what was going 
on in the intelligence community we 
were given information, volunteered to 
us, information in many cases that re
flected unfavorably on the CIA or that 
pointed out a problem at the CIA about 
which we were unaware, and in some 
cases information that we probably 
never could have found even after long 
and intensive investigation. 

In other words, Mr. Gates, both as 
Acting Director and as deputy to Judge 
Webster, did not follow the policy of 
"wait until they ask the right question 
to tell them the information they need 
to know." It was volunteered to us. It 
was very sensitive information, impor
tant information. And when we re
sponded to it and we asked that some
thing be done or corrective action be 
taken, instead of excuses or rational
izations we got action. 

My colleagues have all had the expe
rience of dealing with some of those in 
the executive branch, and that is not 

certainly the way in which many of 
them conduct themselves, forthrightly 
with immediate action and response, 
volunteering information instead of 
trying to wait until the right question 
was asked. 

That was our experience, and I urge 
my colleagues to talk with Senator 
CoHEN about it, or talk with Senator 
MURKOWSKI about it. Do not just take 
my word for it. They also sat in on 
those meetings. We know what we were 
told and we know the spirit with which 
we were told it. That is important for 
the American people when we create an 
independent audit unit for the first 
time in the history of this country, in 
the Senate Intelligence Committee, to 
be able to go out and look at the most 
secret accounts of the CIA around the 
world, anywhere in the world, and find 
out what was really going on. 

There were those who wanted to re
sist that independent audit capability 
because until that day all of us had al
ways been dependent upon the Central 
Intelligence Agency to, in a sense, 
audit itself and tell us how they are 
spending the money. As we know, the 
General Accounting Office and others 
in the Government do not provide au
dits of CIA because the programs are so 
secret and sensitive. Some of the prob
lems are known only to a handful of 
people in the Government. 

There were those at the Agency who 
said, "We do not want to give the intel
ligence community access," and we had 
no statutory authority, I would point 
out. We simply got the dollars to cre
ate the audit unit and asked the agen
cy to cooperate, and there were those 
who did not want to cooperate and 
those who said, "We have to have at 
least 2 weeks' notice before you can 
show up and look at some secret bank 
account someplace in the world." 

It was Mr. Gates, in concert with 
Judge Webster, and Judge Webster 
said, on his recommendation, that no, 
they have a right to have immediate 
access, unannounced, anywhere, any 
time in the world to go in and look at 
the most secret programs of the Gov
ernment. 

I will tell my colleagues, while I can
not say the instances on the floor be
cause they remain classified, that in 
some cases we found things that were 
wrong and programs that needed to be 
shut down, and we shut them down. We 
stopped them. And we had the coopera
tion of the Director and the Deputy Di
rector in doing so, and we did get ex
cuses or recriminations. Instead, we 
got expressions of appreciation for our 
finding things that were wrong and 
seeking to correct them. 

Mr. President, we would not have es
tablished the precedents for that 
strong, independent audit capability 
today were it not for the words and the 
actions of Mr. Robert Gates. The same 
is true of the bill which set up the inde
pendent statutory inspector general for 
the Central Intelligence Agency. 
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The President called me on the tele

phone after that bill was passed. He in
dicated to me that he was going to veto 
that bill. I asked as a courtesy to have 
the right to appear before him and 
argue my case. I did. I want down and 
met with the President. As I recall, 
Governor Sununu, Boyden Gray, legal 
counsel to the President, and others, 
were involved in that process. I asked 
Mr. Gates if he would be a part of this 
process and attend the meeting. He did. 
At that point in time Judge Webster 
himself, who is a man of unquestioned 
integrity, who has been an outstanding 
Director in terms of restoring con
fidence in the Central Intelligence 
Agency, the honesty and the integrity 
of that process, was himself opposed to 
the creation of an independent, statu
tory inspector general confirmed by 
the Senate because he felt that he 
should be trusted enough not to have 
such a position in his agency. 

As I pointed out to him, it was no 
lack of trust in Judge William Webster. 
It was the fact he was not always going 
to be Director of that agency and we 
needed to put that function into law. 

The President spoke out against it at 
the beginning of our conversation, and 
so did others in the room. In fact no 
one spoke out for the position that we 
should have an independent inspector 
general except myself until Mr. Gates 
spoke up and told the President of the 
United States, quite directly but re
spectfully, that he thought the Presi
dent was wrong. He used that very 
word. "With all due respect, Mr. Presi
dent, I believe you are wrong. The CIA 
changed since you were a Director. We 
need this kind of check and balance. 
We need this kind of oversight." I have 
seen the tragedy caused when good pro
fessional officers were forced into situ
ations to take actions that they did 
not want to take; they were afraid not 
to act because their careers were on 
the line. Had we had this kind of inde
pendent inspector general at that time 
and if those people were required to re
port to him and, if the inspector gen
eral will be required, as he is under 
law, to report any disagreement he had 
with the Director, let us say he would 
have had with Director Casey at the 
time to report to our committee within 
5 days, we might not ever had the trag
edy of the Iran-Contra affair as it 
evolved. 

And after hearing from Mr. Gates, 
the President reluctantly changed his 
mind, and I would say not with great 
enthusiasm and with some misgiving, 
but he did allow that bill to become 
law. The same was true again when we 
passed our authorization bills twice
the first one was vetoed-which wrote 
into the statutory law of this country 
the lessons learned from the Iran
contra affair, to retroactive findings, 
no verbal notification, notification of 
when third parties and private citizens 
are involved in carrying out secret pro-

grams, notification to the Intelligence 
Committee. 

The President was on the verge of 
vetoing the bill for a second time be
cause he was advised by some of those 
within the White House that this was 
again in interference with the execu
tive preogatives of the President. Once 
again, I appealed to Mr. Gates to help 
argue our case with the President and 
try to help us talk the President out of 
vetoing this bill so we could have effec
tive and forceful congressional over
sight, and he did so. 

So, Mr. President, I have been asked 
by our colleagues, and I have tried the 
best I could for the past 5 years to 
serve as chairman of this committee, 
not always stating my own views but 
trying to state what I thought were the 
views, the bipartisan views, of consen
sus within the Congress and within the 
country in terms of the attitudes and 
principles that the people would want 
to see established in these programs. 

I can simply say that the tremendous 
progress we have made over the past 5 
years in strengthening the oversight 
process, the weekly meetings in which 
information is candidly shared with 
the leadership of the two committees, 
the independent audit unit to let us go 
in and look at those most secret ac
counts which we could never do before, 
the independent inspector general, 
statutorily confirmed by the Senate, 
obligated to report to the Congress 
when he finds something wrong, even 
wrong with the actions of the Director, 
and the statutory provisions that 
strengthen oversight in the aftermath 
of the Iran-Contra Committee, they 
could not have been possible, they sim
ply would not have happened, I can say 
to my colleagues, without the help and 
assistance of Mr. Gates and without his 
laying forcefully into the debate. 

I take nothing away from the mem
bers of our own committee in saying 
that Members on both sides of the 
aisles or other Members of this Cham
ber who have stood with us to fight for 
effective oversight all have made an 
immense contribution and it was the 
initiative of our committee and the 
members both present and past over 
the past 7 years that really brought 
about these changes, but still there 
were roadblocks in the way. 

There would have been Presidential 
vetoes, there would have been 
stonewalling, the possibility of 
stonewalling, at the CIA of our audit 
unit, for example, had it not been for 
the attitude and the positions taken by 
Mr. Gates during that period of time. 
And as one that has been asked by the 
Members of this body to forcefully as
sert the right to congressional over
sight, I simply cannot ignore the fact 
that he made a real contribution to 
this process. And when I think about 
the qualities that are needed in this 
turbulent period of change in a new Di
rector, I want a Director who not only 

has experience and expertise but I want 
a Director, not for the sake of our com
mittee but for the sake of the country, 
who is committed to the oversight 
process and believes that Congress has 
a rightful role to play on behalf of the 
American people in overseeing intel
ligence operations. 

I also cannot ignore the commitment 
he made during his testimony before us 
in the committee hearings on Septem
ber 16, the first day of the hearings, Mr. 
Gates said: 

I commit to you that should I be con
firmed, whatever differences may develop 
from time to time between the intelligence 
committees and the executive branch gen
erally or CIA in particular, I would resign 
rather than jeopardize that relationship of 
trust and confidence. 

Later the same day, he told us: 
Now under those circumstances, I think 

that if I were to find that something illegal 
were going on in that context, I would make 
the case to the President: (A) That it made 
it imperative to inform the Congress, and (B) 
that I could no longer serve as Director if 
that could not be done. 

I believe that these are the clearest 
and most far-reaching commitments to 
the oversight process ever made by a 
person nominated for this position. 

I have also considered what the 
nominee says will be his priori ties for 
the future. 

It is significant that he wants to 
make intelligence more useful in in
forming the policymaker. He has expe
rience both as a producer and as a 
'consumer of intelligence. Nothing is 
more important to morale at the CIA 
than for its employees to feel that 
their work means something. I believe 
that Mr. Gates having observed what 
kind of information is needed by Presi
dents and policymakers, from his van
tage point in both the Bush and Carter 
White Houses, would help make intel
ligence more relevant to the policy 
process. 

It was clear at the outset that the 
President had sent us a nominee whose 
training and experience would not be 
an issue. Having served in senior posi
tions at the CIA and at the National 
Security Council in both Democratic 
and Republican administrations, Mr. 
Gates certainly understands intel
ligence and how it fits into the busi
ness of government. 

But as I pointed out when Admiral 
Inman former Deputy Director of 
Central Intelligence, appeared before 
the committee, Mr. Gates has been per
haps the consummate staff officer. He 
advanced quickly through the ranks to 
senior positions, clearly having im
pressed his superiors. But the qualities 
that have made him an excellent staff 
officer are not necessarily those needed 
to perform as a real leader. The Mem
bers of the Senate have to assess not 
simply how he has performed in a staff 
role, but, more importantly, whether 
he is prepared at this point in his life 
and career to become a leader-to fill 
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one of the most sensitive post in the 
U.S. Government. 

Past performance is obviously rel
evant to our assessment, and there is a 
voluminous record here for us to ana
lyze-a record of decisionmaking, a 
record of dealing with people, of taking 
positions. Mr. Gates has also had the 
misfortune of being in the intelligence 
community during a very controversial 
period. He has admitted to us that 
there are things he would do dif
ferently, if he had to do them over 
again. 

We can all appreciate that. We recog
nize that people do mature; their out
looks change; their methods change; 
they grow wiser by experience. Ours is 
not a society, or a political system 
which forever holds a person's past 
mistakes or shortcomings against him. 
But the question for us is whether, in 
fact, Mr. Gates has changed, whether 
he has matured, whether he has grown 
wiser by experience. Is he ready to lead 
the CIA and the U.S. intelligence com
munity into the post-cold-war era? 

As the testimony at the committee 
hearings demonstrated, we have a 
nominee before us whose past perform
ance as a manager of the intelligence 
process has been challenged. These are, 
for the Senate, very serious issues to 
consider. 

Although the committee has looked 
into a variety of allegations in the 
course of the confirmation process, the 
most substantial allegations focus on 
two areas: The nominee's involvement 
in the Iran-Contra affair; and his ten
ure as CIA Deputy Director for Intel
ligence, responsible for the Agency's 
analysis and production. 

I want to comment on both areas 
with respect to what the evidence 
shows and does not show. 

INVOLVEMENT IN mAN-CONTRA 

First, with respect to the nominee's 
involvement in Iran-Contra, let me 
make a general observation and then 
proceed to specific points in the evi
dence. 

The committee heard a lot of testi
mony during the first part of the hear
ing about Director Casey's work hab
its, including the testimony of the two 
former Deputy Directors who preceded 
Mr. Gates, Admiral Inman and John 
McMahon. It all followed a similar pat
tern: Mr. Casey made no special effort 
to keep his Deputy or the rest of the 
chain of command at CIA informed of 
what he was doing. He often reached 
down into the bureaucracy and made 
contact with whomever was dealing 
with the subject at hand. Mr. Casey fol
lowed a similar pattern in his dealing 
with the White House. If he debriefed 
his subordinates on conversations he 
had with the National Security Council 
staff, it was more often happenstance 
than routine. 

It is also clear that the Iran oper
ation was heavily compartmented 
within CIA. Very few were aware of the 

operation, and only a handful were per
sonally involved in providing support. 
It was not widely known or widely dis
cussed. 

It is important to keep this back
ground in mind in terms of evaluating 
Mr. Gates' role in all of this. When one 
looks at all the points on the record 
where Mr. Gates came in contact with 
the Iran initiative in some fashion, for 
those who do not understand the huge 
volume of work of the CIA, it could ap
pear that he and Director Casey, and 
the CIA staff, must have spent half 
their working day mulling over the 
Iran operation. Quite the opposite is 
true. There were relatively infrequent 
communications between Gates and 
Casey on this subject, and at least 
until October 1, 1986, when Charles 
Allen informed Mr. Gates of the prob
lems with the operation, it is reason
able to believe that it commanded rel
atively little of his attention. 

It is important to judge the adequacy 
of his actions in this affair against this 
background. 

With this perspective, let us examine 
the evidence. 

First, the evidence shows that Mr. 
Gates had no part in the initiation of 
the arms sales to Iran, but was kept 
advised of the operation until it was 
disclosed in November 1986. 

Second, the evidence shows that he 
had serious misgivings about this oper
ation and he did, through Mr. 
McMahon, convey to Mr. Casey his dis
approval of it. We had testimony of Mr. 
McMahon on that subject, and how 
they worked together on a cable to Mr. 
Casey, pleading with him to talk the 
President out of this arms sale pro
gram to Iran. 

Next, some of the evidence indicates 
that he was advised of the speculation 
concerning a diversion by Mr. Kerr in 
late August 1986, but that under the 
circumstances in which the informa
tion was provided, it is not unreason
able to believe that the potential im
portance of the information did not 
register with him in a way that would 
have caused him to remember it. 

Mr. Kerr testified it was a very brief 
conversation, a couple of minutes in 
length. Several other topics were dis
cussed. And this particular matter was 
raised in something of an offhand way. 

The record does not establish that Mr. 
Gates deliberately withheld, or condoned the 
withholding, of pertinent information in Di
rector Casey's testimony of November 21, 
1986. 

But while I do not find a smoking 
gun in the record of Iran-Contra, I 
have, for some time, been bothered by 
what I perceived to have been the gen
eral lack of aggressiveness on the part 
of the nominee in responding to infor
mation which came into his possession 
during this entire episode. Whether it 
was the speculation he heard about a 
possible diversion, or who was behind 
the Contra resupply operation, or the 

problems with the Iran arms sales, he 
typically sought to find out if CIA was 
clean, but was not aggressive in seek
ing the facts. While I do not believe 
that the record shows that Mr. Gates is 
guilty of malfeasance, or of initiating 
or conspiring with illegal behavior, it 
can sustain the criticism-and I believe 
merited criticism-that he was not ac
tive enough in seeking to prevent such 
conduct. 

To his credit, Mr. Gates dealt with 
this subject in his opening statement 
before the committee, acknowledging 
that there were things he should have 
done, and that he should have been 
more aggressive in following up on 
things he was told. To quote a portion 
of what he did to us: 

I suspect few people have reflected more 
than I have on the Iran-Contra affair-what 
went wrong, why CIA played by rules not of 
its own making, and what might have been 
done to prevent or at least stop this tragic 
affair. CIA has already paid a fearful price 
and learned costly lessons. But today I want 
to speak about the misjudgments I made. 
* * * 

I should have taken more seriously * * * 
the possibility of impropriety or even wrong
doing in the government, and pursued this 
possibility more aggressively. 

Said Mr. Gates: 
I should have pressed the issue of a pos

sible diversion more strenuously with Direc
tor Casey and with Admiral Poindexter.* * * 

I should have been more skeptical about 
what I was told. I should have asked more 
questions and I should have been less satis
fied with the answers I received, especially 
from Director Casey. * * * 

[But] you will not find a nominee for Di
rector of Central Intelllgence more aware of 
and sensitive to the lessons of that time, or 
more understanding of the importance of a 
good faith relationship with the Congress. 

I accept Mr. Gates' statement, and 
believe it to be sincere. I think this les
son has sunk in. 

Again, I say I do not believe it mere
ly because he said it. I believe it be
cause of my own personal experience, 
week after week, with the vice chair
man, meeting with him both as acting 
and deputy director, and the kind of in
formation and kind of trust that was 
placed in the oversight committees by 
him. I believe it because I have seen 
him argue, as I say, vociferously and 
vigorously with others in the executive 
branch on behalf of congressional over
sight powers. 

So my belief is not simply based upon 
the fact that he said it to the commit
tee on the opening day, the fact that he 
said it, that he was a big enough person 
to own up to his mistakes, but more 
importantly, over the past 3 to 4 years, 
he has acted upon the lessons that he 
learned. I am prepared to believe the 
nominee would, in fact, do things dif
ferently if he were confronted with 
similar circumstances in the future. In 
some ways he may indeed be even more 
sensitive to these problems than any 
other potential nominee because of his 
own experience. Who among us has not 
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learned from his mistakes and been 
more sensitive to certain kinds of pro b
lems because of mistakes we ourselves 
have made in the past? 

Perhaps the most difficult set of is
sues we have attempted to evaluate re
gards allegations that Mr. Gates sys
tematically suppressed or distorted in
telligence estimates so that they re
flected the dominant policy positions 
of the Reagan administration. 

These allegations have been treated 
seriously and exhaustively because 
'they go to the heart of why we estab
lished the Central Intelligence Agency 
to provide the President with honest, 
independent judgments on matters af
fecting our Nation's security. As I have 
noted, it makes little sense to spend 
billions of dollars on sophisticated sat
ellites, human intelligence and all the 
tools we use to collect intelligence if 
what comes out of the process is 
skewed, dishonest or self serving. 

Our staff has pursued numerous alle
gations, many more than the 20 points 
specified by Mr. Gates in open session. 
We heard from six compelling wit
nesses, in what can only be termed 
some of the most riveting testimony 
ever presented before this committee 
or the American people about U.S. in
telligence. We have reviewed hundreds 
of documents, and have had an unprec
edented amount of material declas
sified and released to the public. 

But the allegations regarding 
politicization extend far beyond docu
ments and cases. Rather they affect 
people, and raise issues regarding the 
nominee's leadership ability and sen
sitivity to the feelings and motions of 
the people he was charged to lead. 

The evidence supports several concl u
sions. 

First, it is clear that the transition 
from the 1970's to the 1980's was 
marked by a significant philosophical 
and policy transformation in our view 
of the Soviet Union both in policy and 
intelligence. 

The Soviet invasion of Afghanistan 
marked the end of detente. The elec
tion of Ronald Reagan and the appoint
ment of Bill Casey as DC!, a man of 
definite views and unique standing 
with the President created an inevi
table tension in an intelligence bu
reaucracy which critics had long per
ceived to hold too benign a view of So
viet intentions. 

There is no doubt that the Casey era 
brought a new attitude with respect to 
the analysis of Soviet behavior. Casey 
wanted evidence emphasized that had 
previously been deemphasized. He 
wanted issues developed that analysts 
previously had failed to take seriously. 
The question is, did these actions re
sult in better intelligence or skewed 
intelligence? 

Graham Fuller's testimony to the 
committee articulated the view that 
some have described as a liberal versus 
conservative struggle with regard to 

Soviet analysis. According to Mr. 
Fuller; and I now quote him: 

The actions that the Soviets fulfilled in Af
ghanistan were inconsistent with a generally 
shared SOV A-

That is the Soviet division of the 
Central Intelligence Agency-
vision that the Soviets tended to react defen
sively in the third world and avoided risk. 
There was a tendency toward a certain ho
mogenization, couched primarily in terms of 
Soviet dilemmas and problems, obscuring 
the fact that they had just taken over sev
eral real countries in the process in the late 
1970's. 

Doug MacEachin, another of our wit
nesses, provided additional insight into 
the turbulent transition that occurred 
at the CIA from the 1970's to the 1980's. 
In depicting CIA's experiences with re
gard to the Soviet invasions of Czecho
slovakia in 1968 and Afghanistan in 1979 
he stated: 

In both instances, we had seen definite 
signs of military preparations consistent 
with an invasion. In each case we failed to 
give a judgment that a military attack was 
likely or even the most likely outcome. In 
each case the attack did occur. In each case 
the attack occurred-

For example in Afghanistan-
when our analysis has persuaded us that this 
would be a dumb thing for the Soviets to do 
and they probably would not be doing dumb 
things. In both cases part of our failure was 
our hang up in internal debates. Rather than 
trying to lay out the threatening situation 
to the reader, acknowledging both our uncer
tainties and the potentials, we routinely got 
bogged down in an internal contest as to 
whose views would win the institutional 
place. Who would be judged right at least for 
the purposes of putting out the product? 

This was before Mr. Gates became 
Deputy Director of Intelligence. This 
was being described as too benign a 
view of the Soviet Union, mistakes 
made and failure to predict invasion of 
Afghanistan, and other action. 

When Mr. Gates became Deputy Di
rector for Intelligence, he was placed 
in the middle of this. Conflict was al
ready occurring; the agency was al
ready divided. 

It is well known that Gates did not 
have a benign view of the Soviet Union. 
His criticisms of the analysis of the 
agency and his views were echoed by 
many members of the administration 
that was coming into office in the 
early 1980's. 

Yet, according to Mr. MacEachin-a 
man who described his biases regarding 
the Soviet Union as closer to Mel 
Goodmans than Bob Gates-here is 
what Mr. MacEachin said, talking 
about Mr. Gates: 

In my experience he was as he has said, 
ready to be persuaded by evidence and analy
sis. I found him more ready to ensure treat
ment of competing hypotheses, honest treat
ment than many of the people criticizing 
him here for imposing his own outlook. And 
he was definitely ready to publish intel
ligence judgments that ran counter to the 
very strongly held views and vested interests 
of many consumers. And I found this to be 
true even when he himself was not persuaded 
that the judgment was necessarily right. 

In others words, he was in favor of 
publishing this analysis even when he 
himself did not agree with it, and when 
the policymakers did not agree with it. 

Mr. Graham Fuller stated: 
At no time was I ever told what either the 

administration or Casey or Gates wanted to 
come out of an estimate or what it should 
say or what conclusions it should reach. Not 
only was I never told what to say, but I 
would have regarded it as outrageously im
proper to even hear the suggestion. 

Where Casey did not always hide what he 
hoped analysis would indicate, Gates was al
ways fully aware of the requirements of ana
lytic procedure and of the validity of inde
pendent analysis. 

Indeed, some contend that what hap
pened in the Casey-Gates era was that 
the Agency's analytical judgments 
were not supported by the available in
telligence. Rather, conclusions were 
drawn in finished analysis, without 
substantiation, where the product 
highlighted the more nefarious aspects 
of Soviet intentions. 

For example, the Agency's work on 
Iran, particularly the 1985 memoran
dum to holders authored by Graham 
Fuller, has been cited as a case where 
the evidence simply did not bear out 
the analysis that the Soviets viewed 
Iran as a target of major opportunity. 
Still, the evidence does not support a 
conspiracy theory that Mr. Fuller's es
timate was concocted intentionally to 
rationalize a later covert policy of 
arms for hostages-a policy Fuller him
self testified he knew nothing about. 
But Fuller's own statement of his mo
tivation for the 1985 piece bears repeat
ing. 

When the SOV A analyst brought me this 
portion of the estimate, Mr. Chairman, on 
Soviet policy toward Iran, I was immediately 
unhappy. It dismissed the possibility that 
the U.S.S.R. would even seek to take advan
tage of the desperate arms need in Iran and 
it comfortably dismissed any serious design 
or intention to gain dominant influence in 
Iran in the foreseeable future. 

But would not Moscow have leapt at the 
chance to gain a foothold in Iran a few years 
after the invasion and the occupation of 
Afganhistan even if the possibility were only 
slight the impact of such a logical move by 
Moscow to support left wing forces in Iran to 
exploit chaos or to become a sole arms 
source to Iran would have been a major po
litical coup for Moscow and a major loss for 
the U.S. It would have been nothing short of 
derelict of the intelligence community to 
point out this warning. I believe that it can 
only be through the relentless examination 
of various new hypotheses and counter 
hypotheses that the intelligence community 
will ever have a chance to get at the illusive 
truths of forecasting the unknowable. 

Topics should not have been dismissed so 
contemptuously just because CIA analysts 
have no evidence that the Soviets were in
volved in one or another activity. This is one 
of the dilemmas of good intelligence work. It 
is not good versus evil. So is the absence of 
evidence mean that something is not there. 
Or it has not happened? How much should we 
rely on intuition judgments and experience 
in appraising the likelihood of events or mo
tives, or the issue of who benefits from an 
event? 
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This comes from a person with long 

experience on the scene in the Middle 
East. 

He goes on: 
The dilemma can never be solved. SOV A 

seems to have clung to the idea that the 
sweeping force of "no evidence" means that 
we don't think it happened; which is a safe 
and perhaps appropriate position for a junior 
analyst. 

Is wisdom couched exclusively at lower 
levels with the hard facts? Or does it reside, 
perhaps nearer the top with senior, experi
enced officials who have seen much of the 
world and a lot of politics-and indeed some 
of whom may also have their own agendas as 
well. 

I think we all understand what is 
meant here, that experience and judg
ment does come into play. 

Politicization is an extremely serious 
charge; one that we have not dismissed 
lightly. It is also a charge that, once 
made, is difficult to completely re
solve. Again, I quote from Mr. Mac
Eachin's testimony: 

But it's right out of Franz Kafka. Because 
once you are accused, the Inspector General 
will never come back and say you're ab
solved. You will never be definitely acquit
ted. They will say we found no evidence to 
substantiate it. Charged but not indicted. 
Ostensibly acquitted. 

It is almost impossible to prove a 
negative, as we have all learned, once 
an accusation is made. It is often dam
aging. 

There are many elements of the 
record which do not support the charge 
of sys'tematic politicization. If 
politicization were as systematic as al
leged and I urge my colleagues to con
sider this: 

Would the CIA have published a 
paper on Soviet chemical weapons in 
1984 stating the view that the Soviets 
were unlikely to initiate extensive use 
of chemical weapons during a war with 
NATO at a time the House of Rep
resentatives was debating appropria
tions for binary chemical weapons? 

All of us remember the emotions of 
that debate. I can recall within this 
very Chamber the then Vice President 
of the United States, then Vice Presi
dent Bush, came to this Chamber to 
cast a tie-breaking vote on this issue, 
and here was Mr. Gates supporting and 
encouraging the publication of a report 
that said the Soviets were unlikely to 
use this kind of chemical gas, implying 
that, therefore, we do not need to be 
producing it ourselves. 

Second, would the CIA have categori
cally stated in 1983 that United States 
policy aspirations in Lebanon were ill
founded and would not succeed? Would 
the Agency tell the Secretary of State 
that the May 17 accords were doomed 
to failure? They were simply seeking to 
please the policymaker? 

Would Bob Gates have supported the 
Office of Soviet Analysis' judgment in 
1983 that the growth in Soviet defense 
spending has leveled off-that it was 
approaching zero growth during the 

Reagan defense buildup against the 
strong wishes of the Department of De
fense and the Defense Intelligence 
Agency? 

Would Bob Gates in June of 1988 have 
allowed Doug MacEachin, then Direc
tor of CIA's Office of Soviet Affairs, to 
publish a view, contrary to his own, 
that the defense burden would lead 
Gorbachev to take unilateral cuts
cuts that were indeed taken 6 months 
later by the Soviets if he was intent on 
politicizing intelligence and only hav
ing views go forward that please the 
policymaker, this in the midst of a 
major debate in Congress on the 
amount that was appropriated for the 
defense budget, contrary to the rec
ommendations of the President? 

But to deal with this issue as one of 
black and white would be a mistake. 
There were failures here. There were 
shortcomings in the process. Some 
would call it a failure of leadership, 
some a lack of maturity or sensitivity. 
But the fact is that there are clear win
ners and losers in every judgment made 
by the intelligence community. And 
during the 1980's, we must conclude 
that there were problems of morale and 
confidence at lower working levels. 
The process either did not accommo
date the views of the minority, in some 
cases, or failed to give them an ade
quate forum to fully articulate their 
points of view. Disenfranchised ana
lysts came to feel that their point of 
view once neglected would never pre
vail again. 

The facts show that Bob Gates was a 
tough manager. He demanded that ana
lysts clearly marshal the facts and all 
of the evidence. The environment was 
tough, no place for the meek, and in 
the process, some professionals came to 
feel that people were being leaned on 
and that their views were not treated 
with respect. 

A review of the documents simply. as 
I have indicated, do not bear out 
charges of blanket pol! ticization. In 
some cases, in some few cases out of 
the many, many scores of estimates 
that were given, there is some reason 
to question the judgment that was 
made. But I do think that leadership 
and sensitivity were lacking. Those on 
the losing side of decisions felt mis
treated. Upon reflection, Mr. Gates has 
given several positive suggestions for 
improving the analytical process, in
cluding providing crisp, clear majority 
decisions with dissenting minority 
views being given a full opportunity for 
the dissenters to spell out their reason
ing and their own point of view, much 
like that we often see in a court deci
sion. I think this is a very appropriate 
suggestion and one which the next di
rector of central intelligence, be it Mr. 
Gates or someone else, should under
take to implement. 

The critical question in my mind is: 
Has Bob Gates grown? Is he ready to 
lead, and by leading, nurture all in his 
flock? 

My own personal conclusion is that 
he has. People must be judged at dif
ferent points in their careers. I believe 
that he understands the needs of peo
ple, and the real pain of the 1980's. 

He served a difficult and opinionated 
Director in the 1980's. But he also 
served under two of the finest intel
ligence officers we have known-Bobby 
Inman and John McMahon. He also has 
served as deputy to two people of out
standing character and integrity, Bill 
Webster and Brent Scowcroft. He 
served under the very able direction of 
Mr. Brzezinski in the administration of 
President Carter. 

He served Bill Casey, but he also 
served these men as well. So when 
blanket indictments are being deliv
ered, they are being delivered against 
other individuals as well, men who I 
believe would not tolerate imposing 
their own world views or politics upon 
analytical judgments. 

After watching and working with Bob 
Gates as chairman of this committee 
for over 5 years, I believe he has ma
tured, and that he is ready to face the 
challenges ahead and address the con
cerns of the people he will lead. This is 
my own judgment-and one I hope my 
colleagues will consider. 

Let me say a few words about the an
alysts, young and old, who came for
ward to cooperate with the committee 
during the confirmation process. 

As I said during the final moments of 
our own committee process, they have 
my commitment and indeed the com
mitment of our committee no action 
will be taken against them in a way 
that will disrupt or penalize their ca
reer advancement. If Mr. Gates is con
firmed, I intend to hold him account
able and carefully scrutinize his deci
sions and actions to ensure that needed 
changes are made. 

Our committee and, I hope, the en
tire Senate will pay increased atten
tion to the less glamorous but the im
portant issue of morale at the Central 
Intelligence Agency and the well-being 
of the men and women who work there. 
I have given personal assurances to at 
least two individuals that for my re
maining 5 years in the Senate, long 
after I have left this committee, I will 
intervene on their behalf at the slight
est hint of retribution. And I say open
ly to those at the CIA that I believe 
Bob Gates will live up to the standards 
of decency required. But if he does not, 
I will be the first to take action wheth
er I serve on the Intelligence Commit
tee or not. 

I also indicated just before we took 
the vote in our committee that I be
lieved the confirmation process itself 
has been constructive and it has been 
beneficial. In recent days, because of 
obvious problems, there are many who 
have expressed doubt that we should 
have a process like the confirmation 
process on an important nomination in 
our Government. If they will examine 
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the process followed by the Intel
ligence Committee, a bipartisan proc
ess, a thorough process, a fair process, 
a businesslike process, I think they 
will find there are many benefits that 
flow from a tough and thorough and de
manding confirmation process. I be
lieve that this nominee, Mr. Gates, will 
be more sensitive to the feelings and to 
the perceptions of others as a result of 
the confirmation process and that the 
committee will be more attentive to 
morale problems. 

So I think it is going to be helpful. 
The next Director is going to have to 
deal with a group of people who are 
very apprehensive. We are moving into 
an unknown period. They know that 
major reorganizations are coming into 
the intelligence community. These are 
talented men and women. 

If I had to say which agency in the 
Government has perhaps the highest 
level of talent, the highest IQ level of 
any of the agencies of Government, it 
is probably those who serve in the in
telligence community. Many of them 
are dedicated. It is very frustrating 
work because by the very nature of 
their work their successes are never 
known. They can never have their chil
dren congratulated in school because 
their classmates have read about the 
wonderful deeds of their mothers or fa
thers who work at the Central Intel
ligence Agency. The only thing that 
ever becomes public are the failures 
and misfortunes. 

So it is a tough business. It is dif
ficult to keep morale up, especially 
when the contributions that you are 
making to your country are known to 
so few. So it is very important to have 
a Director that is sensitive to the mo
rale problems, sensitive to the needs of 
the employees at the agency. And I be
lieve that the confirmation process it
self as we have had an opportunity to 
listen to the perceptions, whether they 
are right or wrong, of men and women 
at the Central Intelligence Agency will 
be helpful to this nominee if, indeed, he 
is charged with the responsibility of 
leading the agency when we finish our 
deliberations. 

Finally a note as to who got it right 
and who got it wrong about the failure 
of communism and the rise of democ
racy in the Soviet Union and whether 
being right or wrong should influence 
our deliberations about Mr. Gates. 

My reading is that the CIA, at least 
for the last 5 years, has been consistent 
and unequivocal in its description of a 
steadily worsening failure of a Soviet 
economic system to provide the mate
rial basis for its society. 

I know there will be those-my good 
friend, the distinguished former vice 
chairman of the committee during a 
period of time before I came on the 
committee, certainly has his strong 
views. I am not here as an apologist for 
the mistakes that have been made by 
the Agency. I think the speed with 

which the changes came in the Soviet 
Union surprised virtually all of those 
in the community, or many of those in 
the community as it surprised the pol
icymakers in Government. I am cer
tainly not prepared to say that the es
timates of the gross national product, 
of the Soviet Union were correct and 
that many mistakes were not made, 
but I think we should also put into the 
RECORD some of the instances in which 
clearly the intelligence community 
was tracking the changes in the Soviet 
Union and was right in what it said. 

For example, I quote from an esti
mate made in 1989. Let me quote this 
because I have heard that the CIA 
often compared the economy of the So
viet Union to that of Japan. Let me 
read what the CIA said in 1989. 

Indeed, although clearly a military super
power, the Soviet Union has an economy 
that in many ways is like that of a develop
ing country. The level of per capita con
sumption in the U.S.S.R., for instance is far 
below that of the developed Western coun
tries and Japan * * * the pattern of con
sumption and output [also] resembles that of 
less developed nations * * * [for example] the 
per capita consumption of consumer durables 
resembles that of many Latin American 
countries * * * [it] was more comparable to 
countries such as Mexico and Brazil [in] 1985 
* * * the Soviet position relative to the rest 
of the world has not improved over the past 
2 decades. * * * The share of agricultural 
output in GDP in the Soviet Union is similar 
to that in Turkey and in the Philippines. 

I can quote another report in 1988 
which I mentioned a little bit earlier, 
which indicates after talking about the 
terrible economic problems faced by 
the Soviet Union: 

All of this leads us to conclude that-bar
ring a major change in the party leadership 
or in the external situation-there is a good 
chance that Gorbachev will, by the end of 
this decade, turn to unilateral defense cuts. 

There are many others that I could 
quote going back into earlier periods of 
time; the fact that they were really on 
a downhill slide in terms of their econ
omy. I will not take time to go into all 
of them. But I simply want to point 
out that the record is not quite one of 
complete failure to read the signs in 
the Soviet Union. 

As has been indicated, the question 
that could not be answered with con
fidence and over which there was a sub
stantial debate among analysts within 
the Soviet office and within the com
munity, the Government and academic 
community was what would be the out
come when the seemingly inevitable 
crisis did occur? Would it result in a 
more backward government, a move 
back toward repressive totalitarian
ism, or would forces for political re
form break out toward a more demo
cratic process as has been the case? 

It is no secret that Mr. Gates had 
decidely hard-line views on questions 
regarding the political failure of the 
Soviet Union or its future. While he 
was right about his concern that 
hardliners would make a last effort 

through a coup or other means to re
verse Gorbachev's reforms, and he 
clearly was right about that, he was 
clearly too pessimistic about the out
come as we have now seen. 

But I do not believe that anyone 
should be faulted purely for being 
wrong some of the time, if what we 
want out of intelligence is straight
forward, clear points of view, both ma
jority views and dissenting views that 
are not relegated to obscure footnotes. 
If we get into the business of punishing 
people every time they are wrong, we 
will end up destroying any chance we 
have of getting better analysis and 
moving away from the "mush" that we 
have been receiving. 

In addition to the allegations on 
politicization, the committee in closed 
session looked into the nominee's ac
tions or involvement in two other 
areas. The first involved his knowledge 
of reporting, which involved contacts 
between Members of Congress and offi
cials of the Sandinista regime during 
the mid-1980's, as testified to by Alan 
Fiers, and whether such reports may 
have been used improperly. 

While the committee's inquiry into 
this area is still ongoing, I believe we 
have ascertained that element which 
relates to Mr. Gates. We have also 
heard from the nominee under oath on 
this subject. I see nothing here that 
suggests improper action on the part of 
the nominee. 

The second area we dealt with in 
closed session involved the CIA's rela
tionship with the Government of Iraq 
during the mid-1980's. This involved 
only the provision of certain intel
ligence, no arms or equipment, in sup
port of the Iraq war effort. 

Questions were raised whether the 
transfer of this inforrpation should 
have been treated as covert action 
under the law requiring a Presidential 
finding and reporting to the commit
tees. Intelligence exchanges in the past 
had not been considered covert actions, 
but there were circumstances which 
suggested to some that the purpose of 
a sharing arrangement may have more 
than simply provided a quid pro quo for 
intelligence collection. 

My view is that this activity under 
the law, intelligence sharing, was not a 
covert action. It was not intended to 
influence Iraq to do anything it was 
not already doing. It was intended to 
support an ongoing activity. The Unit
ed States did not enter into the rela
tionship to induce Iraq to undertake a 
new policy but, rather, to show Iraq 
how to succeed at the policy it had al
ready adopted. Throughout this rela
tionship, the United States provided 
nothing but intelligence and advice. No 
evidence has been uncovered up to this 
time to indicate that the CIA or any 
other entity of the United States Gov
ernment supplied arms or related mili
tary equipment or technology to Iraq. 

I read an interesting article in the 
newspaper over the weekend which 
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talked about whether it was proper for 
us, whether it was sound, whether it 
was good judgment for us to have 
shared intelligence with Iraq. And it 
indicated that the committee had 
found there was nothing wrong with 
that, it was indeed good judgment. 
That was certainly not what I said. 

I have never said that I thought it 
was good judgment. The question we 
have been examining is the relation
ship of this nominee to any intel
ligence sharing that went on and 
whether or not it was legal, not wheth
er it was wise. 

As I have cautioned about our rela
tionship with Syria and other coun
tries that have practiced terrorism in 
the past, we have to be very careful 
that we do not allow those alliances of 
the moment in a passing national in
terest to blind us to the activities in 
the long run of countries that would be 
alarming to our national interest. A 
marriage of convenience temporarily 
does not always mean that in the long 
run the interests of the country will 
coincide. 

I frankly, in my own mind, have 
some real question about the wisdom of 
whether or not we should have ever en
tered into any kind of relationship 
with Iraq. That is hindsight. I think we 
all realize that at that time there was 
a possibility that Iran would have won 
the war outright, and we all under
stand the relationship between the 
United States and Iran during that pe
riod of time was strained, to say the 
least. We had gone through the hostage 
crisis, and many other events involving 
the Iranians, which certainly deeply 
soured and bitterly tainted American
Iranian relations during that period of 
time. 

Our focus has been rather not on the 
wisdom of what was done either at the 
time or in retrospect but on whether or 
not these actions were legal. 

Let me say it is ironic that there 
could be any implied criticism of Mr. 
Gates in this regard because he is the 
person negotiating with our committee 
who has continued to move more 
broadly the definition of what is a sig
nificant intelligence activity. 

In other words, the actions under
taken at that time under the defini
tions that we were then working under 
the precedents of how the Intelligence 
Committee shared information with 
our committee would not have been 
shared, although there, indeed, was 
some briefing of our committee staff. 
It was not mandated under the policies 
we were then following. 

We set out, Senator COHEN, and my
self, and others to negotiate w1 th the 
administration to broaden the defini
tion of significant intelligence activi
ties so the committee would get more 
information about more activities in 
the future. Mr. Gates, who in fact prin
cipally on the administration side or 
the executive branch side, helped us 

and spoke in favor of changing and 
broadening the definitions and the 
practice. So because of his actions ne
gotiating and being helpful to us on the 
committee, as we ascertained our right 
to get this information, it is because of 
the position that he and others took, if 
this activity were to happen today, we 
would be given a great deal more infor
mation about it than we would have 
been given 4 or 5 years ago. 

Against this factual record involving 
the service of Mr. Gates, I have also 
considered what the nominee says will 
be his priorities for the future. 

I think it is significant that the 
nominee believes the DCI, while not 
playing the role of a policy advocate, 
must be deeply involved, in a very 
practical way, in the policymaking 
process within the administration. 
Otherwise, this enormous investment 
we make in intelligence will have little 
practical impact. 

It is significant that he sees the DCI 
as taking more of a leadership role in 
the intelligence community, suggest
ing that the DCI's authorities them
selves should be reviewed, that na
tional capabilities must be better inte
grated to support the military, and 
that better ways must be found to get 
the intelligence output to policy
makers to make a difference. 

I applaud his statements that he will 
make dealing with the threat of pro
liferation of chemical, nuclear, and bi
ological weapons his first priority, that 
he sees economic intelligence as some
thing we must do much better in the 
future, and that we need more empha
sis on obtaining better human source 
intelligence about the intentions of po
tential adversaries to provide earlier 
warning in an era when fewer Amer
ican forces are forward positioned 
around the world. He also understands 
the need for new education programs 
like the National Security Education 
Act proposed by this committee to cre
ate a larger pool of expertise in foreign 
language and area studies. He also sees 
the possibility of a greater use of CIA 
assets to assist in solving global envi
ronmental problems. 

He also accepts the need for change 
and for budget reductions, which we all 
think are inevitable, but wants to man
age them in a way that keeps our eye 
on what still matters to the United 
States insofar as its strategic interests 
are concerned. 

In short, the nominee's views about 
the future of intelligence accord large
ly with my own and those of many 
committee members. 

Last, I have tried to imagine how 
this appointment would affect the CIA 
itself. 

Clearly, there are many at CIA who 
are anxious about this nomination. 

To deal with these concerns, it will 
take not just a firm hand, but a gentle 
hand as well. This will be a time for 
healing, not stridency; for compassion, 

not vindictiveness. A time to get on 
with the future, a future that holds 
enormous challenge for the intel
ligence community, and not to reopen 
old wounds or rekindle old animosities. 

It will not be easy for this nominee, 
but I believe he can do it. He would 
start with an important advantage: He 
is close to this President. As has been 
said several times at these hearings, 
there is nothing more important to 
morale at the CIA than for its employ
ees to feel their work means some
thing. 

I think the nominee also understands 
how critical the CIA employee is to the 
process. If CIA is to provide insight to 
the policymakers, it must have em
ployees who are themselves insightful, 
who are trained and experienced in 
international affairs, who are well
traveled and conversant with other cul
tures, and who are intellectually rigor
ous. It also needs employees who will 
stay there and become experts and spe
cialists in their own right. And people, 
ultimately, do not stay where they are 
unhappy, where they are not chal
lenged, where their work is not appre
ciated, or their concerns addressed. I 
think Mr. Gates appreciates how im
portant this intangible factor really is. 

In concluding, I believe, that on bal
ance, Robert M. Gates is prepared to 
provide that kind of leadership we need 
as we approach the next century. He 
has the necessary expertise. He has a 
first-rate mind. He has a sincere com
mitment to the oversight process and a 
partnership with Congress while enjoy
ing the respect of the President. Like 
all of us, he is not the same person he 
was 5 or 10 years ago. I am convinced 
that he has learned from his mistakes 
and in fact that he will be an even bet
ter director because he has passed 
through difficult times. 

I will vote to confirm this nominee as 
I voted to recommend his confirmation 
as a member of the committee. I hope 
that my colleagues in the Senate will 
do the same. It is my honest view that 
he has the ability to be not just an ade
quate or an acceptable Director of 
Central Intelligence, but he has the 
ability to be an outstanding one. 

Let me say that in making these 
judgments I want to make it clear that 
again the intelligence community or 
the Intelligence Committee, whether 
we are dealing with Mr. Gates, if he is 
indeed confirmed, or some other per
son, the President's choice who is con
firmed to this position, the Intel
ligence Committee will retain a vigor
ous oversight. We expect to be full 
partners in the process of redesigning 
and reshaping the intelligence commu
nity, and reordering its budgetary pri
orities. We are going to be vigilant, as 
I have indicated, about the internal sit
uation at the CIA itself, about the mo
rale and the working conditions of 
those that work in the agency and 
make such a contribution to the na
tional security. 
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We intend to be vigilant, whether we 

are dealing with nominee as the next 
Director or some one else in that posi
tion. We will continue to do all that we 
can, all within our power, utilizing all 
of the new devices that have been cre
ated over the past 3 or 4 years, to 
strengthen the oversight process and to 
make sure we never forget that the 
Central Intelligence Agency, like all 
other parts of our Government, does 
not belong to the President. It does not 
belong to the members of the Senate 
Intelligence Committee, or the House 
Intelligence Committee. It belongs to 
the American people. It is ultimately 
accountable to them as an agency that 
must be operated in keeping with their 
values, their traditions. 

Mr. President, I appreciate the pa
tience of my colleagues in allowing me 
to make these opening comments and 
to summarize the actions of the Senate 
Select Committee on Intelligence. As I 
have indicated, we have by vote of 11 to 
4 recommended to our colleagues in the 
Senate that Mr. Gates' nomination be 
approved, and that he be designated to 
serve as the next Director of the 
Central Intelligence Agency. 

The PRESIDING OFFICER. The Sen
ator from New York is recognized. 

Mr. MOYNIHAN. Mr. President, in a 
fine essay in this morning's Washing
ton Post, "Why Robert Gates Should be 
Confirmed," Senator COHEN, who until 
last year served as vice chairman of 
the Select Committee on Intelligence, 
offers a fine and thoughtful argument, 
of the sort we have come to rely upon 
from him. Thoughtful, balanced, and in 
his special way, to the point. "the most 
serious charge [against Mr. Gates] is 
that he is essentially dishonest." In 
the main, that he lied to Congress. 

I do not consider that charge to be 
proven. I consider it a dim day for the 
Central Intelligence Agency when that 
becomes the pivotal issue in a choice of 
a Director. But having read "Scandal: 
The Crisis of Mistrust in American Pol
itics," Suzanne Garment's brilliant 
new critique of American politics and 
government, there is no great ground 
for surprise in this. 

Let me then make this statement. If, 
in my view, the most serious charge 
against Mr. Gates was dishonesty, I 
would vote for him. As, indeed, most 
Senators will vote for him. But I have 
a very different view. One which com
mands almost no support. Or interest. 
And, yet, the Constitution clearly an
ticipates that Members will present 
such views in the Senate from time to 
time. And provides that ''for any 
Speech or Debate in either House, they 
shall not be questioned in any other 
Place." (Article I, section 6.) A matter 
to which I will return. 

My concern is of a wholly different 
order. It is that the Central Intel
ligence Agency failed in its single, 
overriding, defining mission, which was 
to chart the course of Soviet affairs. 

I repeat what I have said before. For 
a generation the Central Intelligence 
Agency told successive Presidents ev
erything there was to know about the 
Soviet Union except that it was about 
to fall apart, principally from internal 
failures and contradictions. 

To the contrary, almost to the mo
ment of that collapse, the Central In
telligence Agency depicted the Soviet 
Union as an industrial giant, whose 
economy was closing on that of the 
United States, with all that implied for 
sustained military and diplomatic 
intervention abroad. 

Our able and I say learned chairman 
has just been telling us of a report in 
1989, when the Agency discovered that 
the per capita income of the Soviet 
Union was about that of Mexico. Well, 
it took until the Soviet empire was 
breaking up and falling apart, and star
vation was in the press, that this mo
mentous discovery was made. Ten 
years earlier, the formal judgment was 
that the per capita income of the So
viet Union was about that of the 
United Kingdom, about that of Japan. 
It was not until the collapse a decade 
later that this revisionist view ap
peared, and it is to that revisionist 
view that I address these remarks 
which, as I say, will not be attendant, 
but may some day be read in another 
generation. 

I am not, however, alone in this view. 
In the current issue of Foreign Affairs, 
Adm. Stansfield Turner, former Direc
tor of the CIA, fair to pleads that: 

We * * * not gloss over the enormity of this 
failure to forecast the magnitude of the So
viet crisis. 

I repeat, Mr. President, "The enor
mity of this failure." This comes from 
a very able former Director. I was on 
the committee the 4 years that he was 
DCI. 

Already, he continues, we hear "revi
sionist rumblings that the CIA did in 
fact see the Soviet collapse emerging 
after all." Some individuals may have 
done, he continues. But: "On this one, 
the corporate view missed by a mile.'' 

If you wish to encounter more of 
these revisionist rumblings, Mr. Presi
dent, you have only to consult the re
port of the Select Committee on the 
Nomination of Robert M. Gates to be 
Director of Central Intelligence. We 
knew as early as 1989 that there was 
going to be trouble. Well, some individ
uals, Admiral Turner said, have begun 
this revisionism because some individ
uals may well have foreseen that col
lapse. But again I quote Admiral Turn
er: "On this one, the corporate view 
missed by a mile." 

But plain, it is this Senator's view 
that by confirming Mr. Gates, the Sen
ate will confirm this revisionist view. 

Whereupon the Agency which this 
Senator has known, has worked with, 
worked within, has fiercely defended, 
and unreservedly admired-this Agency 
will die. 

If that statement has an emotional 
edge, so be it. I am of that generation 
which held the CIA in special respect, 
even awe. For it was an awesome chal
lenge: to take on the Soviet Union at 
the height of the expectation of irre
pressible world conflict. Close friends, 
classmates, joined-one died. Young. 
Others worked along side it. Starting 
about 30 years ago, I did. As an ambas
sador. As a participant in various ac
tivities. At one point in the 1970's, for 
example, it fell to me to participate in 
the defection of Arkady N. 
Shevchenko, the highest ranking offi
cial of the Soviet Government ever to 
come over to our side, as we would say. 
Time magazine described "consterna
tion at the United Nations, intense 
alarm in Moscow, and scarcely con
cealed elation in Washington" when 
the news broke some years later. But 
there was no celebrating on the part of 
the agents involved. Their existence at 
the time, and later, was known but to 
a tiny few, and remained that way. 
They had taken vows of silence, ano
nymity, and, yes, poverty by the stand
ards of their contemporaries, and in
tense deprivation and danger at points 
in their careers. 

These are the men and women I 
think about this afternoon. It is their 
Agency that is now going to go the way 
of all mortals. All mortal Government 
organizations, that is. The organiza
tional equivalent of eutrophication. 
Drying up, dying off. 

I began to worry about this after be
coming a member of the Intelligence 
Committee in 1977, and especially so 
after becoming vice chairman, back to 
back as he would say, with our beloved 
former colleague, Barry Goldwater. 
After rotating off the committee, I was 
given the Agency Seal Medallion, out 
of some sense, I like to think, that 
when we had disagreed-when at one 
point I said I would resign-it was be
cause I cared. 

When I speak of the Agency as I have 
known it dying off, I mean nothing 
more dramatic than the gradual rou
tinization and bureaucratization of its 
work. Accompanied by the routine ac
tivities known to theorists as organiza
tional maintenance. 

In this regard I recall the occasion 
when our great colleague from the 
other body, Representative Boland of 
Massachusetts, rotated off the House 
select committee. A reception was 
held. Sumptuous by any standards-the 
shrimp never gave out-such was the 
generosity of the corporate donors. I 
was asked to come over and say a word 
on behalf of the Senate committee, 
which I did with the greatest pleasure. 
Afterward, an Agency official came 
over and said: "You know, any college 
senior has been taught that if an activ
ity in the executive branch wishes to 
flourish, it must get itself a pair of 
committees on Capitol Hill to look 
after it. Now do you not think it sur-
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prising that it has taken something 
called the 'intelligence community' a 
quarter century to figure this out!" 

And how right he was. The CIA is 
now steadily acquiring all the instru
ments and strategies of organizational 
maintenance that we expect of, say, 
the Department of Agriculture. Or the 
FBI. Not long ago Cokie Roberts, that 
redoubtable observer of Washington 
ways, broadcast on National Public 
Radio a commentary on the Gates 
hearings. She touched on the question 
of whether the Agency had missed the 
Soviet collapse. Promptly on cue, a 
representative of the Director of Public 
Relation&-or should I say direc
torate-<:alled up to ask if Ms. Roberts 
wouldn't care to come out to visit the 
Agency, get to know its analysts, see 
the day care center, and perhaps better 
understand their work. 

Size becomes self-justifying. Senator 
COHEN writes this morning that we 
need Mr. Gates because "the next DCI 
[must] be one who thoroughly under
stands the strengths and weaknesses of 
a vast bureaucracy.* * *" That is our 
BILL COHEN. He tells it like it is. This 
bureaucracy now has an organization 
of retired officers who rally round 
when the budget is threatened. The 
budget is secret, of course; and like 
most such secret budgets, grows in the 
dark. 

An affirmative action program is 
firmly in place. In recent days lively 
articles by Paul Farhi of the Post and 
Elaine Sciolino of the Times report a 
new advertising campaign. 

"Uncle Sam Says Come Spy for Me 
As CIA Begins Appeal to Minorities," 
"Recruitment Advertising Campaign 
Debuts in Ebony Magazine," "Bumpy 
Ride for C.I.A. in Effort to Hire Minori
ties." Add to this the economic weight 
and interests of assorted contractors; 
principally in the aerospace industry, 
and you have the three components of 
the classic Iron Triangle of congres
sional, executive, and private interests. 

Most disappointing is the revision
ism. In July 1990 I presided at hearings 
of the Committee on Foreign Relations 
on "Estimating the Size and Growth of 
the Soviet Economy." These were not 
adversarial. Clearly, the intelligence 
community had overestimated the size 
of the Soviet economy by as much as a 
factor of three. A huge, almost inex
plicable error had been made. I will not 
swear to this, but as I have earlier 
noted, citing the Constitution, I cannot 
be held responsible in another place for 
what I say on the floor. And so I would 
say, generally speaking, the Soviet 
economy in the last two decades, has 
been about one-third the size of the 
CIA estimate. 

But, this was not an error confined to 
the intelligence community. For rea
sons that might better be suggested at 
another time and place, it was part of 
a general failure of perception, albeit 
the U.S. Government paid for most of 

it. The matter was nicely summed up 
by a brilliant witness before our com
mittee, Nicholas Eberstadt who said: 

In fact, I believe, it may be safe to say that 
the U.S. Government's effort to describe the 
Soviet economy may be the largest single 
project in the social science research ever 
undertaken. 

And he went on to say, it was a bust; 
we got it wrong; to which I will return, 
because it is not getting it wrong that 
is unforgivable, it is denying that you 
got it wrong. That is where you find 
out the quality of institutions and in
dividuals. 

But what did we hear from Mr. 
George Kolt, Director of Soviet Analy
sis, Directorate of Intelligence, Central 
Intelligence Agency: 

In my statement I plan to review for you 
our methodology for assessing Soviet eco
nomic performance; highlight some of the 
pitfalls involved, pitfalls that we have not 
always been able to avoid; discuss the main 
lines of criticism of our work; and finally, 
cite previous public testimony that I believe 
will show that essentially we were right in 
our descriptions of the Soviet economy over 
time and its prospects. 

A year later, Admiral Turner would 
speak of the enormity of the CIA fail
ure. But within the Agency: 
Stonewalling and revisionism. 

At this point I should declare my in
terest, as the lawyers say. In the 
course of the 1970's I became convinced 
that the U.S.S.R. was an unstable re
gime and would soon collapse. My rea
soning was simply enough. It was clear 
enough that Marxist-Leninist doctrine 
propounded two central predictions. 
The first was that socialist production 
would be more efficient than capitalist 
production. Anyone visiting Moscow 
would know that this was not yet self
evident. One thinks of George Will's 
story of Isaac Deutscher telling a 
group at Oxford that "proof'' of Trot
sky's farsightedness was that even 
then, years later, none of his pre
dictions had yet come true. Then in 
1976 came Murray Feshbach's striking 
testimony before the Joint Economic 
Committee that life expectancy for 
males in the Soviet Union was declin
ing. Feshback a product, incidentally, 
of the Bureau of the Census. So much 
is collected in mortality statistics. 
Something was seriously wrong. 

A second Marxist-Leninist prediction 
was the disappearance of ethnic/nation
alist/religious attachments and the 
emergency of a new Soviet man, as 
they said, dedicated to international 
solidarity and ineluctable triumph. 
Well, by 1979, it was plain enough that 
the Czar's empire was seething with 
ethnic, nationalist, religious dis
content. 

In these circumstances, in 1979 I 
wrote an essay for Newsweek-part of a 
forum on the eightie&-in which I said 
that in the 1980's the Soviet Union 
would break up and that this could be 
an intensely dangerous moment for the 
simple reason that the new insurgent 

or separatist nations that would 
emerge could very possibly get hold of 
nuclear weapons as part of their own 
defense system against Moscow, or 
some other hated if nearby capital. In 
this regard there is an important front 
page story in today's Post--"Soviet 
Government Faces Closing of 70 Min
istries"-and a fine editorial in the 
Time&-"The Soviet Disunion's Mis
siles.'' 

This was not, on my part, a one-time 
statement. I repeated the general prop
osition with fair regularity. Often here 
on the Senate floor. Nor was it the 
product of some soft feeling about the 
Soviet Union that has been suggested 
or implied already today. That in the 
seventies the CIA was soft on the So
viet Union. I was not learning this 
from the CIA. I would like to point out 
that they had just the opposite view. 
But already some are prepared to say 
to their colleagues, who in the seven
ties thought exactly what they thought 
in the eighties, they were "soft." 

I was raised in New York City and 
early in life fell among mensheviks, 
the writers of the New Leader. I lis
tened to Kerenskiy in high school. 
From the time I was 15, I was given to 
understand that the Soviet Union 
would break up and it was only a mat
ter of time. And by the 1970's, I could 
see that the time was at hand. 

And indeed, by the 1980's, I had be
come vice chairman of the Select Com
mittee on Intelligence and watched us 
commence to get involved with Nica
ragua, watched us walking down the 
path that in many circumstances 
would have led to the impeachment of 
a President. I found our policy difficult 
to understand. Did it not seem obvious 
that the emergence of the Sandinistas 
there was a colonial phenomenon of the 
center and the periphery that was hap
pening in a kind of time warp? I would 
put it that when an idea dies in Ma
drid, it takes two generations for word 
to reach Managua. Paris/Saigon. Lis
bon/Maputo. I don't know whether the 
idea was ever alive in Lisbon, but in 
any event, when an idea dies in Lisbon 
it takes a long time for the news to 
reach Maputo. Now communism had 
once been a living, vital creed in Ma
drid. Read Orwell. Or read, as I did as 
a child at the time, about La 
Passionara. But all that was over. The 
Communist idea had died in Madrid. 
France has been called the first daugh
ter of the church; the French Com
munist Party was the first daughter of 
the world international movement. But 
there came a time when the CP vote, 
the Parti Communiste, was down to 20 
percent. And half their members, their 
voters, were over 60---d.ying. Com
munism as a belief had died in all the 
places it had once thrived. In Paris, in 
New York, in London, in Rome. Prob
ably by now in Moscow. 

Let me, at this point, note a remark 
made to a meeting of the Foreign Rela-
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tions Committee on October 16 by 
Peter Kravchanko, Foreign Minister of 
the Republic of Belarus. I had asked 
him when belief in communism had 
died in, shall we say, Minsk. He replied 
with great condor and insight-or so 
we felt: 

In answer to your question about when 
communism disappeared, it is difficult to 
say, but I would say in 1979, Brezhnev dis
integrated as a personality. Many ideas also 
disintegrated. In the 1970's and 1980's, we had 
a two-dimensional life. First, there were the 
ideological stereotypes, and second, there 
was conventional wisdom. Gorbachev, I be
lieve, by the end of the seventies was aware 
of the inevitability of change, but his hands 
were tied. What is the modern evaluation of 
Gorbachev? Power has been transferred to 
the republics. It is an irreversible process. 

Seemingly, nobody in the CIA could 
grasp the argument. Recall that I was 
then vice chairman of the committee. 
Someone must have been listening 
when I would say these things. But the 
idea was somehow inaccessible. No one 
would even take you aside and say, you 
know, friendly like, "You are not help
ing yourself by saying these things. It 
will all look very bad someday, held 
against you in an election or some
thing." 

I wondered about it, and I think I 
know the answer. Basically a different 
idea was in place. I don't know enough 
of what was going on within the coun
cils of the intelligence community, but 
consciously or not the CIA adopted 
Trotsky's old dictum that "The road to 
Paris leads through Calcutta." Prob
ably in response to the appearance of 
the Sandinistas in Managua. It is one 
of the dicta that is behind the domino 
theory in some ways. This was partly a 
notion that colonial revolt would break 
up the European nations, partly a no
tion that the most immiserized popu
lations would most likely respond to 
Communist appeals. It was not within 
his reach intellectually to say they 
would respond to ethnic or nationalist 
appeals, religious appeals. It was part 
of the Marxist prediction, as I said ear
lier, that this would not happen. In any 
event, we began to see the Reds coming 
at us from Central America. Two days 
driving time, as our President once put 
it, from Harlingen, TX. 

I could not believe this. I had gone 
down to Managua and met with the 
junta. The head of the Ministry of Inte
rior took me to lunch at the Barrio 
Sandino. A suspicious looking beef 
stew was served up, along with Pepsi 
Cola, the politically correct soft drink 
of Marxists in those days. I demurred, 
asking instead for rice and beans, a re
liable and, in fact, delicious lunch. 
After some delay the Minister was 
forced to tell me that they had no 
beans. I settled on rice. As my compan
ions later wished they had done. In 
power for what, two or three growing 
seasons, and already no beans. But 
headed for the Alamo. 

The most painful instance of the 
Trotsky hypothesis that I have yet 

seen was the memorandum from Mr. 
Gates to Mr. Casey of December 14, 
1984, which Senator METZENBAUM made 
public in the course of the recent hear
ings. It is the genuine article, alright. 

The memorandum strongly suggests 
that Gates knew that the CIA was vio
lating the law in Nicaragua because it 
was trying to overthrow the Nica
raguan Government. He calls the argu
ment that the United States was trying 
to cut off the flow of arms to El Sal
vador a "fig leaf." He says that we 
"started out justifying the program on 
the basis of curtailing the flow of weap
ons.* * *" But he clearly understands 
that our effort was to overthrow the 
Government in Nicaragua. 

Three times he invokes the image of 
"a second Cuba" on "the mainland of 
the Western Hemisphere." He speaks of 
our "helplessness." He derides the idea 
that the Nicaraguan Government could 
become pluralist as "silly and hope
less." He wonders if we are going to 
collapse the way we did in Angola, in 
Vietnam, and so forth. 

He repeatedly advocates the use of 
"all necessary means-short of inva
sion" to overthrow the Nicaraguan 
Government. As you know, this in
cluded acts of war; namely, a naval 
blockage and air strikes. 

He adds: "Can the United States 
stand a second Cuba in the Western 
Hemisphere? One need only look at the 
difficulty that Cuba has caused this 
country over the past 25 years to an
swer that question." What question? 
What difficulty has Cuba caused us 
over the last 25 years? 

I was in this city, was a member of 
the administration, at the time of the 
Cuban missile crisis. I don't remember 
any trouble since then. 

It is true, it has been difficult to 
come by a genuine Monte Christo, and 
is to this day. But absent those who 
cannot make do with good Cuban ci
gars made in Miami-on the whole it 
has been a bearable experience. But, we 
are told that the existence of this re
gime in Nicaragua is a threat to us. 

In less than 5 years time the Soviet 
Union would withdraw from Eastern 
Europe, including East Germany, with
out firing a shot. That Soviet Union 
would then start breaking up. It would 
next begin begging the West for aid. 
Famine would be predicted for the win
ter 1991-92. All this was close enough 
you could reach out and touch it. Save 
at the CIA which was living out-as the 
Nation was soon acting out-a Trot
skyite fantasy. 

Again it would be alright if you could 
face up to these blunders. But no. Or at 
least nothing was heard to that effect 
in the course of the committee hear
ings. Just as the subject is hardly 
touched upon in the committee report. 

But it is to the failure of economic 
analysis-so palpable, so capable of 
quantification at some level at least
that I return. In mid-October I learned 

that the Deputy Director for Intel
ligence had spoken to an assembly of 
the Directorate of Intelligence on this 
matter. I wrote Mr. Richard Kerr ask
ing if I might have a copy. This was 
promptly and courteously provided. In 
his address, John L. Helgerson, the cur
rent DDI, put the matter openly 
enough-

And above all, there have been continuous 
and widespread misstatements about our 
analysis of the Soviet economy. This prob
lem is frustrating when it involves the press, 
but it is doubly frustrating when it involves 
members of the Congress, senior U.S. mili
tary officers, or others who are in a position 
to know the facts. Often the misrepresenta
tions are unintentional, but that makes 
them no less harmful. 

Note that touch. Members of Con
gress "who are in a position to know 
the facts." But what? Misrepresenting 
them? Sorry, we can't say. The facts 
are secret, of course, but if you knew 
the secrets, you would know that some 
persons are misrepresenting the secrets 
which you cannot know because they 
are secret. But watch out, fellows, 
watch out. 

In his letter of transmittal Mr. Kerr 
offered evidence that the CIA had spot
ted the economic decline. This was in 
public testimony by Admiral Turner to 
the Joint Economic Committee in 1979. 
Mr. Kerr wrote: 

I also have included an extract from the 
Joint Economic Committee (JEC) report of 
1979 that contains CIA's intelligence assess
ment of the Soviet economy. While the spe
cific numbers on growth are questionable (we 
have always acknowledged that our con
fidence in specific numbers was shaky), I be
lieve the judgments about the basic trends in 
the Soviet economy were on the mark. 
Maybe we were listening to you with greater 
care than you guessed. 

Here are excerpts from the testimony 
which he provided with his letter. It is 
the testimony of DCI Turner before the 
Joint Economic Committee in 1979: 

Overall, there is every reason to believe 
that a continued decline in the rate of Soviet 
economic growth is inevitable through most 
of the 1980's. 

We now expect Soviet GNP to grow at 
somewhat less than 3 percent annually over 
the next few years (down from our earlier es
timate of about 4 percent) and then fall 
gradually. 

The U.S.S.R. enters this period of slowing 
growth with a per capita national output 
well behind the U.S., West Germany, and 
France, and in the same league with Italy, 
the UK, and Japan. 

Soviet GNP is just about three-fifths the 
United States.* * * 

Fast-forward to Mr. Helgerson's pep 
talk of October 11: 

On the economic side, one would never 
know from reading the newspapers that we 
told the Joint Economic Committee back in 
1977 that a marked reduction in the rate of 
economic growth in the 80's was almost inev
itable. In the mid-80s, we wrote that, even in 
the best circumstances, a period of economic 
disruption was in store for the Soviets that 
would further depress growth. Similarly, one 
would not know from the press that we have 
said in the last two years that the Soviet 
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consumer-on a per capita basis-is on a par 
with the Mexican consumer. 

I hope I am wrong. But I detect a fast 
shuffle. Hadn't Admiral Turner de
scribed the U.S.S.R. as having the per 
capita national output "in the same 
league with Italy, the UK, and Japan"? 
Surely, he had. In the same league with 
advanced industrial nations. But now 
we learn that the Agency has been say
ing that the "Soviet consumer * * * is 
on a par with the Mexican consumer. 
When did we change our minds? The 
current CIA World Factbook gives us a 
Mexican per capita income of $2,680; 
Japanese at $17,10~six times as high. 

This is particularly fascinating be
cause in an op-ed article in the Wash
ington Post published on May 19, 1988, 
one of the most astute critics of the 
CIA's economic analysis, Swedish econ
omist Anders Aslund, wrote of the 
CIA's report on the Soviet economy in 
1987: 

Until recently, the CIA stated that the na
tional income per capita was higher in the 
Soviet Union than in Italy. ' Anyone who has 
visited both countries should be able to see 
for himself that such a statement is ab
surd.* * *To anyone who has lived in the So
viet Union, it is clear that it is a reasonably 
well-developed Third World country, calling 
to mind * * * Mexico * * * in terms of infant 
mortality, life expectancy, agricultural em
ployment, consumption, and other non
military indicators of economic develop
ment. In many regards Russians are worse 
off.* * * 

For that matter, in 1986 the CIA re
ported that per capita GNP in East 
Germany was higher than West Ger
many. It is not clear whether that esti
mate has as yet been revised. But then 
it doesn't that much matter any more. 

Here, in closing, is the point as this 
Senator sees it. Starting with the 
Gaither Commission in the late 1950's, 
the United States Government em
braced a model of Soviet economic 
growth that was wildly unrealistic. By 
the mid-1970's, the formal CIA estimate 
of the Soviet economy was 62 percent 
of the United States. If you took Admi
ral Turner's three-fifths at 1979 and 
plotted U.S. actual economic growth 
against the projected rate of three per
cent annual growth for the U.S.S.R., 
they would reach 66 percent of the U.S. 
economy. All this gave us a wildly er
roneous basis on which to produce our 
celebrated "threat analyses," but also, 
in this Senator's judgment, blinded us 
to the impending crisis of belief in the 
Soviet Union which would inevitably 
produce a crisis of the regime. 

Mistakes were made. Maybe big mis
takes. Maybe mistakes having some
thing to do with a $4 trillion debt, 
three-quarters of which was run up in 
the last decade when we could have af
forded to cut back our defense pro
gram, ignore the Nicaraguas and the 
Angolas, concentrate on our own econ
omy. 

Very well, mistakes were made. 
Enormous mistakes as Admiral Turner 
insists. 

These were honest mistakes. They 
were mistakes made by informed and 
intelligent analysts. No other intel
ligence agency, as best I know, contra
dicted us. Few economists-notably 
Anders Aslund in Sweden and Igor 
Birman, a Russian emigre economist in 
this country, but few others. 

Fair enough. 
Admit it. 
Be someone of the stature of 

Stansfield Turner. It happened on his 
watch, too. Who says so? He says so. 

But no. The word from Langley is 
that we were right all along. I wish 
them a long institutional life, stealing 
Japanese trade secrets. Some of it just 
possibly in West Virginia. 

Mr. President, I will vote "No." 
Mr. BRADLEY addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from New Jersey [Mr. BRADLEY] is 
recognized. 

Mr. BRADLEY. Mr. President, let me 
say to the distinguished Senator from 
New York, having been on the floor 
during the last hour is one of the rea
sons I cherish serving with him in the 
U.S. Senate. I do not think that an
other Senator could have given either 
the historical context or the penetrat
ing experience that the Senator from 
New York has conveyed to us today. I 
think it holds enormous implications 
for not just this nomination but for 
this country. And I thank him very 
much for his statement. 

Mr. MOYNIHAN. I thank my gallant 
and gracious colleague. As is so often 
he is so much more learned than he is 
willing to let us know. I look forward 
to his remarks on the subject. 

Mr. BRADLEY. Mr. President, I also 
would like to begin by expressing my 
admiration and appreciation to the 
chairman of this committee, Senator 
BOREN, and his deputy, Senator MUR
KOWSKI, for the way they have con
ducted this confirmation hearing proc
ess. 

They have been thorough and they 
have been fair, and as Senator BOREN 
said at the beginning of his remarks, 
never has a confirmation of the CIA Di
rector interviewed more people, heard 
more witnesses, asked more questions, 
took more testimony. I think it is a 
tribute to him and to Senator MURKOW
SKI. I believe that one of his objectives, 
which was to try to take a hearing 
process on an arcane subject and edu
cate the American people about the in
telligence process, did succeed and suc
ceed very well in part because of his 
own vision, also in part because of the 
tenacity and cooperation of the profes
sional staff on both sides of the aisle. 

Mr. President, President George Bush 
has nominated Robert Gates as his 
next CIA Director. The Senate must 
advise against or consent to that nomi
nation. The nominee, once confirmed, 
disappears behind a cloak of secrecy, 
held accountable only by closed-door 
meetings of the U.S. Senate and House 

Intelligence Committees and by the 
private supervision of the President. 

The intelligence, developed by CIA 
and other intelligence agencies affects 
decisions involving many billions of 
dollars, literally hundreds of billions of 
dollars every year. We now spend $300 
billion annually on defense based large
ly on a picture of the threats painted 
by the intelligence community. Based 
on that picture, Americans pay taxes 
to buy weapons, train troops, and 
maintain forces to defend our interests. 

For 45 years, we have fought a cold 
war of political and military competi
tion with the Soviet Union. It began in 
the ashes of World War II, but its ideo
logical component goes back to the 
Bolshevik revolution. Since then, the 
United States and the Soviet Union 
have held totally opposite views of his
tory and social development. These 
views were in conflict. 

The Marxist-Leninist belief system 
encompassed all aspects of life and 
promised to create a new "Soviet 
man," who would work not for his own 
benefit, but for the benefit of his fellow 
Soviet citizens. In theory, workers 
were, in Marx's words, to toil "from 
each according to his ability, to each 
according to his need." In practice the 
revolutionary idealism embodied in the 
ideology degenerated into a totali
tarian nightmare that took millions of 
its own citizens' lives in the gulag. In 
the process it smashed ethnic bonds, 
suppressed religion, and ruthlessly 
punished political dissent. 

Centralized, authoritarian control 
was reasonably good at producing big, 
uniform things such as dams, apart
ment buildings, subways, and missiles. 
It was terrible at tailoring anything to 
the individual consumer. It was incapa
ble of building unique national com
parative advantage. Individual initia
tive was not rewarded; it was punished. 
Diverse needs were not met. Individual 
well-being stagnated. The saying 
among Soviet workers became, "You 
pretend to pay; we pretend to work." 

Centralized, authoritarian control 
was even more stifling for anything 
that depended on a free flow of ideas. 
Unsanctioned ideas were dangerous. 
They undermined the orthodoxy. They 
ruffled the feathers of the rulers. They 
challenged the status quo in everyday 
life. Ideas were controlled, or more 
properly submerged, for generations. 
The Soviet Union built itself into a po
lice state superpower with a massive 
military force which could threaten 
the world. 

The American belief system, on the 
other hand, emphasized the rights of 
the individual. American society em
braced free enterprise and then tried to 
soften its edges. America believed in 
the market system. America believed 
that government should not guarantee 
wealth but opportunity. Individuals 
and corporations should compete in the 
private sector. Those who won should 
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be taxed fairly so that those who lost 
the economic competition would not 
suffer. The market was never perfect 
and in times of war it gave way to 
State control. Still, Americans in eco
nomic matters trusted self-reliance 
more than solidarity. 

But Americans have believed in more 
than the market. We have believed in 
personal mobility and the free flow of 
ideas. We have believed in an openness 
of spirit and a range of possibility un
heard of anywhere at any time in his
tory. We have believed in the propo
sition that self-government was pos
sible in a world of monarchies and dic
tatorships. 

The genius of the Founders was to 
construct a system in which participa
tion could be broadened and each gen
eration could create America anew. 
The vote was the fulcrum of democ
racy, the press its conscience, and the 
prospect of a better life for your chil
dren its driving motivation. America 
fought two world wars in the 20th cen
tury defending those values. 

Then came the cold war. It locked 
Americans into a central preoccupa
tion with armed Soviet totalitarian
ism. Domestic politics in the cold war 
became less open, more tarred by the 
imperatives of a national security 
state. For 45 years, the primary goal of 
U.S. foreign policy was to counter and 
contain communism around the globe. 

The Central Intelligence Agency be
came the quintessential cold war insti
tution. It was conceived and dedicated 
to the proposition that the world was a 
potential battlefield between two great 
superpowers. The mission of the Agen
cy was to be a crucial force in that 
war. An underlying assumption of 
American foreign policy was that little 
happened in the world that was unre
lated to the Soviet Union. 

Thus, under Republican and Demo
cratic Presidents alike, a nationalist 
movement in Southeast Asia was 
viewed as part of the movement toward 
world domination by the Comintern. 
An election in Chile was seen as the 
first step toward the country becoming 
a Soviet puppet. And a civil war in An
gola turned into a subterranean super
power face-off. 

The CIA was steeped in the lore of 
dirty deeds and fictional characters. 
Yet it also excelled at thorough hard
hitting analysis and possessed vast 
technical knowledge. 

The operational side of the Agency 
was often at odds with the analytical 
division. But both were shrouded in se
crecy. The insularity of any bureauc
racy was intensified at CIA by the 
cloak of secrecy and the discipline of 
compartmentalization. Such an insti
tution is always problematical in our 
democracy. Americans have a visceral 
suspicion of secrecy in their Govern
ment. The periodic misuses of the 
Agency in Watergate or in Iran-Contra 
only confirmed their unease. 

The CIA is in its third generation 
since the emergence of the Communist 
threat after World War II. Today it is 
more like an enormous university than 
a police department. It is filled with 
the brightest people in Government, 
who willingly subject themselves to 
the confines of a lie detector culture so 
they can serve their country. Each in
dividual brings his or her own views of 
American interests and the threats to 
these interests. The reasons why people 
serve vary from intellectual competi
tion to the call of patriotic public serv
ice, to the thrill of being on the cutting 
edge-of knowing how things really 
work, to the responsibility of having 
policymakers depend on them. 

Bright people and strongly held views 
produce sparks. That is particularly 
true regarding the U.S.S.R. The accept
ed premise since World War II was that 
the Soviet Union was a threat. 

In that cold war context, the CIA had 
three major functions: First, assessing 
an enemy or potential enemy's mili
tary capacity; second, the discovery of 
an enemy's intentions; and third, coun
tering hostile intelligence services. 
Each of them required our intelligence 
services to infer the truth from what
ever evidence they could gather. 

In theory, the CIA had no ax to grind 
on policy questions. It is supposed to 
be strictly objective in what it con
cludes from what it has learned. 
Whereas, for example, the Navy might 
be inclined to inflate the strength of an 
enemy's fleet in order to boost expendi
tures on its own, the CIA's role is to 
find out the simple facts in order to let 
the President and other policymakers 
decide just how big and modern that 
naval fleet really should be. 

That is the way the process is sup
posed to work. But there are some 
problems when that theory bumps up 
against the real world. Some judg
ments can never be confirmed defini
tively one way or the other, and all 
judgments have domestic political con
sequences. The depth of the political 
consequences are directly related to 
the pressure on the Agency to skew 
judgments to fit conventional wisdom. 
If the Soviet Union has been defined 
politically as the "evil empire" with 
designs in Central America, then the 
possibility of ambiguous data ·being 
misinterpreted as indicating a Soviet 
threat to Panama increases with every 
Presidential speech. 

Clearly, there has been tension with
in the Agency during the seventies and 
eighties. One manager said in an un
guarded moment that there was a con
flict between the "Commie symps and 
the Commie bashers." Or as he put it 
more euphemistically later, between 
those who were influenced mainly by 
assumptions of what were politically 
'logical' and those whose interpreta
tions tended to be influenced more by 
what they thought were the dictates of 
Soviet ideology-that is, before Gorba-

chev changed it in 1986. This mixture of 
talents and biases and egos generated 
tensions that challenged the best of 
managers. Charges of politicizations 
have been recurrent. I think they were 
the exceptions but in an Agency whose 
employees were dedicated to the credo, 
"To seek the truth," any perception of 
slanting intelligence or compromising 
independence of judgment stimulates 
proper resistence and checks excesses. 

But now there has been a tidal shift. 
The assumptions of American intel
ligence since August 1945 died in Au
gust 1990. The 45-year-old cold war 
ended not with a big bang, as so many 
had feared since Hiroshima, but with 
the peaceful dissolution of Communist 
power in the U.S.S.R.-a historical wa
tershed of monumental proportion. 

Increasingly, the u.s.s~R. will not be 
a threat. That could mean that the jus
tification for the CIA itself is threat
ened. Monitoring the Soviet military 
power will not be nearly as important 
or difficult as it used to be. The world 
has changed; intelligence needs have 
changed; the CIA must change. New 
goals must be set if the CIA is to re
main central to U.S. policymaking. 
Real threats must be discovered before 
it is too late to protect U.S. interests. 

With this backdrop, the question be
fore us is whether Robert Gates should 
be Director of the CIA. This nomina
tion is about one man and his fitness to 
serve, but it is as much about this ad
ministration and its fitness to lead. 
And ultimately, it is about all of our 
abilities to let go of old perceptions 
and see things anew. 

To give a sense of what has happened 
to our world and to consider whether 
the current administration under
stands its implications, I would like to 
read some lengthy excerpts from a soon 
to be published book called "Mr. Bush's 
War," written by Stephen Graubard, 
the editor of Daedalus Quarterly. The 
book explores our present predicament. 
It has implications not only for whom 
we choose as the next Director of the 
CIA, but also for how we approach our 
children's future. 

Professor Graubard reconstructs 
George Bush's challenge when he be
came President in 1989 as follows: 

If the cold war was indeed over, then 
American foreign policy had to be dramati
cally altered. The President's political life 
had been in the service of men who made the 
Soviet Union their chief concern. What 
ought the new American foreign policy be? 
Where would the President receive his in
struction? 

* * * Without being a disciple of Henry Kis
singer or Jeane Kirkpatrick, did he under
stand the nature of authoritarian govern
ments? If he did not, how could he hope to 
deal with Saudi Arabia, Kuwait, or Iraq, not 
to speak of the Soviet Union, China, and 
Cuba? In his elaborate defense of free mar
kets, did he understand the reasons for the 
inefficiency of Communist economies, and 
not only in the Soviet Union? Had he himself 
been taken in by the myths that had been 
perpetrated for so long on why Germans, 
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even under Communism, prospered? And how 
could he hope to understand modern Japan if 
he imagined that it was a brilliant American 
occupation that had created its postwar 
prosperity? Did he realize the extent of 
America's own social devastation? Did he un
derstand how perceived economic weakness 
would limit and shape any foreign policy ini
tiatives that others might wish to press on 
him? 

* * * If the Cold War was indeed over, at 
least in one of its guises, accommodating 
leaders in the Kremlin might not survive for 
very long; a new kind of dictatorship, less 
dominated by a Marxist veneer, might soon 
emerge, with or without Gorbachev at its 
head, presiding over a nation more 
xenophobic than any that had existed since 
1917. The President saw no necessity to treat 
with the "opposition" in the Soviet Union. 
* * * [T]o do so would have been, in his mind, 
to betray a power that existed, preferring a 
power that might never be. 

He was equally inept in treating with the 
Chinese who rebelled in Tiananmen Square, 
preferring to deal with those who gave the 
military their orders to shoot.* * * 

That he lacked any notion of what to do 
about Eastern Europe was obvious. * * * 
How to use the revolutionary events occur
ring there to realize larger American objec
tives, how to make democracy a more potent 
force in the world, how to harness foreign 
policy bonuses to spur genuine domestic eco
nomic and social reform-these did not seem 
even to occur to him or to his Secretary of 
State as reasonable policy goals. * * * The 
vague talk of a Marshall Plan, which came 
principally from others, scarcely commended 
itself to someone who knew how limited 
were the Treasury's assets. The United 
States of 1989-90 was not the United States of 
1947-48; the country lacked the resources and 
the will to launch venturesome and expen
sive foreign policy initiatives. In any case, 
no comparable ideas existed in 1989. Those 
who advised President Bush, while delighted 
with the ending of the Cold War, had no no
tion of what the event portended. To have 
understood 1989 and appreciated its poten
tial, seeing it as something other than the 
triumph of an abstract "democracy" and of 
"free markets," would have required an ap
preciation of all that had changed in the 
world since the time of Winston Churchill 
and Charles de Gaulle, and why rhetoric 
alone, with its promise of economic abun
dance, would never suffice to dampen fires 
ignited by nationalism and race, with deep 
historic roots, which had only been super
ficially covered up by Communist repression. 
George Bush, having received instruction 
from Ronald Reagan and Richard Nixon, 
knew how to win elections and swim in Cold 
War waters. He knew nothing of navigation 
in a world where the new heads of state were 
frequently men recently liberated, not only 
from prisons but from myths, the most con
fining being that Communism would last for
ever. 

Defined by his World War II experience, 
and even more by all that the cold war had 
taught him the President lived by myth, 
* * *. He pretended that the decline of the 
Soviet Union simply reinvigorated and made 
even more intimate his relations with his 
NATO allies. No one had ever told him that 
there were no permanent alliances. He imag
ined that Germany would for all time thank 
him for what he had done to restore unity, as 
it would remain forever grateful for what the 
United States had done to defeat nazism and 
contain communism. He saw foreign states 
as static entities, when all the evidences of 

his life suggested the opposite. Not everyone 
in Eastern and Central Europe waited to be 
"developed" by the new united Germany, not 
everyone in the Soviet Union had forgiven or 
forgotten World War II or imagined that 
only their communist rulers had oppressed 
them. Historical memories were long-Arabs 
still spoke of the Sykes-Picot pact-and the 
Japanese thought of Hiroshima in a way that 
American psychologists never could. The 
whole history of the twentieth century sug
gested that the most stable and seemingly 
permanent features of life were in fact tran
sitory. The President, * * * scarcely under
stood this, failing to see the opportunities 
created by a whole set of events that gave 
the United States a new freedom. 

The principal challenge of the United 
States was not becoming the world's police
man, organizing friendly (and not so friend
ly) nations to fight territorial aggression, or 
even instructing them in how to make peace, 
but to assume a wholly new role, to see itself 
as the quintessential "modern society," di
vided and fractious, a microcosm of global 
society, with all its racial and cultural con
flicts and divisions. The old sort of Cold War 
Manichaeanism, with its simple good guy/ 
bad guy divisions, had reduced all political 
debate to television drivel; * * * More seri
ously, it had forced the United States to re
pudiate its long-standing utopian ambition
to be democratic and open. 

Whether or not Gorbachev survives as the 
President of a viable Soviet Union, whether 
or not Baker succeeds in pressuring Israel 
"to give peace a chance," the new world, a 
disordered world, will be one of nationalist 
resurgence and religious intolerance, of eco
nomic and social inequities that produce vio
lent explosions, made all the more incendi
ary when restrictive immigration policies 
are introduced in many places in Europe and 
elsewhere to remove a safety valve provided 
by the more prosperous to those they wish to 
employ in menial pursuits. The world is 
more dangerous not because Communism has 
failed but because decades of Cold War have 
raised ambitions, and not only in Europe. 

An American, reflecting on this, may wish 
to draw different conclusions from four dec
ades of the Cold War. Is it at all possible that 
there have been no victors, that Germany 
and Japan, despite their very real economic 
prosperity, represent nothing that has ulti
mate meaning for the world? Might the di
lemma of the late twentieth century be that 
the American utopia has lost its power at 
precisely the same time that the Soviet 
myth has been smashed and that their simul
taneous collapse creates a grave intellectual 
and moral vacuum in the world? If so, what 
can that mean to those concerned with the 
United States, with its future political and 
moral role in the world? Will they acknowl
edge that the cold war, perhaps necessary, 
contributed to the defeat of Soviet Com
munism, but also served to create many of 
the least attractive features of late-twenti
eth-century American (and world) society? 
More importantly, is it possible that five 
decades of war, beginning in 1941, have in
structed the American people in a flawed 
text, that they imagine foreign policy and 
domestic policy to be separable, that one 
may be successful in one and fail in the 
other? In truth, they are related, in ways 
that neither Bush nor Reagan could ever un
derstand. Unless President Bush's foreign 
policy is placed in a context that includes 
his failure to address the serious domestic 
problems of the United States, and not only 
of the American economy, there is no possi
bility of the country emerging from the cur
rent era of fable and myth. 

The Bush administration lacked a policy 
for dealing with the Soviet Union in 1989; it 
had none worthy of the name in 1990, though 
it recognized how Soviet weakness could 
translate into a political advantage in the 
Gulf War; it still lacked such a policy in 1991. 
Politics required, however, that this fact be 
hidden. In the New World Order that was 
being heralded, the Soviet Union would have 
its place, as co-convener of a Middle East 
peace conference. 

The President rode high, and few asked 
embarrassing questions, none calculated to 
puncture the fable he was creating. The 
world had passed out of the more than four
decades long Cold War, as destructive in its 
own way, though not in human casualties, as 
* * * the war that had ravaged Europe be
tween 1914 and 1918. Men acted as if the dam
age done the Soviet Union and its satellite 
empire could be repaired, not immediately 
perhaps, but certainly, if only those making 
their exit from Communism recognized the 
necessity to convert quickly to a market 
economy. No one asked why the United 
States-one of the more ancient of the mar
ket economies, * * * continued to show signs 
of economic distress and social disorder. If 
the system worked so well, why did it not 
operate as effectively in the United States as 
it did in Germany and Japan. * * * No one 
thought it necessary to review the history of 
the nineteenth century, which would have 
explained how Socialism developed initially 
in response to certain inequities created by 
an unregulated free market economy, or how 
that economy had been superseded by state 
controls during the war, and how desperate 
had been the efforts to re-create it in 1919, to 
recapture a world that had been lost. 

The Bush administration never asked such 
questions. * * * Its own success depended on 
a single fable being believed by the elector
ate-that all went well in America, that it 
continued to be a teacher to the world, a 
moral example to others. The possibility 
that it had lost those distinctions, that its 
leadership was of a kind different from what 
it pretended, was never bruited about in or 
near the White House. To have acknowledged 
such failure would have required the con
struction of another political agenda very 
different from that of the New World Order. 

Mr. President, I have read that 
lengthy quote from the soon-to-be-pub
lished book, so that we might focus 
that the fundamental question posed 
by this nomination is not about Bob 
Gates, but about this administration 
and its failure to understand the 
emerging post-cold-war world. Yes, the 
immediate question is whether Robert 
Gates is the man to effect the nec
essary changes at the CIA. The Presi
dent wants him because he has worked 
with him for several years. The Senate 
shall decide whether he meets our 
standards. In the words of Senator 
BYRD on the Thomas nomination, "I 
am not God, but I do have a vote." A 
nominee must show why he merits that 
vote. 

What are the arguments that the sup
porters of Robert Gates advance? They 
say that during this crucial time of 
change we need a Director who knows 
the score, who knows the Agency, who 
knows the procedure. In other words, 
the institution is so compartmented, so 
opaque, so uncooperative that only 
someone who has participated in the 
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internal power struggles themselves 
can effect change. 

I disagree with that assessment and I 
think its proponents find themselves as 
advocates for a pessimistic view of the 
Agency and for a nominee steeped in 
the old institution, the old assump
tions, and the old mission. 

They also argue that Mr. Gates will 
provide the "unvarnished truth," inde
pendent of policy considerations but 
crucial to our national interest because 
he has promised to do so. 

It is interesting to remember why 
this is such an issue. It is an issue be
cause he has not displayed that inde
pendence in the past. He crossed the 
line that the CIA is not supposed to 
cross more than once. Because of that 
he has had to promise the Intelligence 
Committee that he will not do it again. 
In effect, his record of crossing the line 
is supposed to provide us assurance 
that it will not happen in the future. 

I believe the President should select 
as the next Director someone about 
whom there can be no question and no 
doubts, someone who does not have to 
labor to counter suspicion on many 
close questions. I believe the next Di
rector of the CIA should have bold con
ceptual ability, strong managerial tal
ents and no ties to the controversies of 
the last decades. Does Mr. Gates meet 
these standards? 

I will argue that Mr. Gates does not 
meet these standards and that, in addi
tion, he has shown a lack of judgment; 
he is part of the administration's pol
icy process, and he cannot lead an 
agency effectively toward its new mis
sion. 

Robert Gates served as assistant to 
the Director of CIA in 1981, as Deputy 
Director for Intelligence from 1982 to 
1986, as Chairman of the National Intel
ligence Council from 1983 to 1986, and 
as Deputy DCI from 1986 to 1989. He had 
a meteoric rise. These were years of in
ternal upheaval, ideological fervor, 
deep involvement in policymaking, 
massive covert actions at variance 
with overt policy, unreported use of in
telligence for major policy purposes 
and contempt at the top for the con
gressional oversight process. 

Mr. Gates was there for all of it. For 
a part of it he was Mr. Casey's right
hand man, swimming in the controver
sies of the last decade. If as Deputy Di
rector of the CIA he did not know 
about the Iran-Contra plot, he either 
was incompetent or chose not to know. 
Either it creates serious questions 
about his suitability for this job. He 
has admitted that he should have 
taken more seriously the possibility of 
the impropriety and wrongdoing. He 
should have pressed the issue of pos
sible diversion with Mr. Casey and Ad
miral Poindexter. He should have been 
more skeptical about what he was told, 
asked more questions, been less satis
fied with answers, especially from 
Casey. He also does not recall signifi-

cant details about when he was first 
told of the diversion of funds for the 
contras or that on several occasions 
Mr. Allen made specific reference to 
Colonel North's involvement, or that 
he, Mr. Gates, himself made references 
about Colonel North. Ties to these past 
controversies alone, in my view, should 
disqualify him for this job. We are not, 
in the words of Senator HOLLINGS, try
ing a murder case. We do not need a 
smoking gun. We are deciding fitness 
to lead. 

Another reason I do not see Mr. 
Gates as a leader of the agency needs is 
because he does not have the necessary 
managerial talent or bold conceptual 
ability. 

In 1986, at a meeting of the Intel
ligence Committee, I asked him to 
think unconventionally about the So
viet Union. General Secretary Gorba
chev had just said that class struggle 
was no longer a basis for Soviet foreign 
policy and Foreign Minister 
Schevarnadze was beginning to subor
dinate foreign policy to domestic con
cerns. I asked Mr. Gates if there was a 
change in the Soviet Union, what intel
ligence should be doing to prepare us? 
He responded that he did not have re
sources for such idle speculation. Six 
months later, he wrote inside the agen
cy that the CIA "wasn't creative 
enough in the way we are analyzing So
viet internal development" and that 
the analysts were not giving him the 
best information about the "turbulence 
and unhappiness in the U.S.S.R." But 
even as he said these things within the 
institution, he kept hewing to the old 
line outside. Even as late as a 1989 
speech, he predicted that "whether 
Gorbachev succeeds, fails, or just sur
vives, a still long competition and 
struggle with the Soviet Union lie be
fore us." In a conflict between political 
logic and ideology, cold war ideology 
and a lifetime skepticism won out over 
bold conceptual ability. 

But people say, "How can you blame 
him for missing the end of com
munism? Most people did." The excuse 
that everyone else missed it first is not 
true. Witness all of the distinguished 
former vice chairman Senator MoY
NIHAN's predictions; witness even a 
speech I made in 1986 about the dire 
straits of the Soviet economy. 

But the point is that the Deputy Di
rector of the CIA is not "most people." 
He is charged with the responsibility to 
monitor the Soviet threat and to rec
ognize when that Nation is in the 
midst of economic disintegration. 

Unlike many, almost anyone else, 
Mr. Gates' speeches through 1989 con
tinued to claim the chances of fun
damental change were very small. He 
stood almost alone in getting it wrong. 
Yet he was unique in his responsibility 
to get it right. 

But more problematical for his con
firmation, in my view, than his missing 
the end of communism in the Soviet 

Union was the way he responded to an 
agency that did not want to have its 
methodology of assessing the Soviet 
monolith challenged. For example in 
1984, a Soviet emigre economist wrote 
to Gates that the Soviet economy was 
in worse shape than the CIA recog
nized. Professor Birman warned Gates 
in a memorandum, and he said a num
ber of things about the Soviet econ
omy. I will read some. 

The Soviet economy produces not as much 
as 60 percent of the American national prod
uct, but much less. 

The military share of Soviet national prod
uct is not 12 to 14 percent, but much higher. 

The Soviet standard of living is not some
thing like a third of American, but rather a 
fifth. 

The current state of Soviet economic af
fairs is very dramatic. If the economic sys
tem is not radically changed [reformed], the 
economy will not "muddle through" the 
1980s, but will reach zero, and then negative, 
growth. In contrast to cyclical Western 
economies, this will not be followed, in a few 
years, by a return to positive growth. It is 
precisely economic difficulties, and the need 
to justify them, which force the Kremlin to 
be so hostile to us. 

The Soviet economy is in a severe finan
cial crisis. Particularly, the budget deficit is 
huge, and still growing; the population's 
enormous monetary savings must somehow 
be liquidated, which is one of the rulers' 
most pressing headaches; the crisis intensi
fies all economic imbalances. 

He goes on: 
The real role of foreign trade in the Soviet 

economy is tremendously underestimated. 
The Soviets plug a huge hole in their budget 
with "earnings from foreign trade" currently 
about 20 percent of all revenues; those earn
ings in 1982 constituted 11 percent of Na
tional Income reported. Incorrect treatment 
of foreign trade leads to evident mistakes in 
Western calculations of growth rates and 
military expenditures in rubles. 

Measurements of the Soviet economy's 
productivity can, and must be, radically im
proved. For example, the productivity meas
urements unfortunately employ CIA figures 
for output growth, which allegedly are de
flated, together with nondeflated figures for 
capital growth. 

He goes on: 
I strongly disagree with statements that 

reduction of military expenditures will hard
ly affect overall Soviet economic perform-
ance. 

He goes on: 
The basic model used for computation of 

Soviet GNP and its growth rate is not quite 
satisfactory. 

He goes on: 
My understanding of these matters has 

been developed on the basis of my Soviet 
economic education, 25 years of work within 
the Soviet economy, and 10 years of studies 
after emigration. 

He goes on: 
My views are so different from commonly 

held ones, relate to such fundamentally im
portant issues, and lead to such important 
political conclusions that they should not be 
ignored. 

He goes on: 
But I believe that the actual CIA monopoly 

of serious research on the Soviet economy 
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should not last longer. I hope that the sug
gested discussions will once again dem
onstrate the necessity of having views alter
native to the CIA's on the Soviet economy. 

Those were excerpts from the memo 
that Mr. Birman sent to Mr. Gates 
around 1984. 

Mr. Gates replied to Birman that he 
asked the Soviet division to remain in 
touch and that an outside panel would 
interview him. 

But Mr. Gates did little else. In fact, 
in · answering questions during the 
hearings, he said a number of remark
able things. 

He said: 
I had a problem throughout the early '80s 

with CIA's work on the Soviet economy * * * 
when it came to these statistical or quan
titative analyses of the Soviet economy, I 
had a lot of problems, and I would try to get 
them to talk to people like Igor Birman and 
other defectors and emigres. And they would 
talk to them generally grudgingly * * * it 
was very difficult to change an analytical 
model that had been in place for a genera
tion and frankly I wasn't prepared to push 
the system so badly out of shape as would 
have been required to basically turn that 
system on its head. 

I then asked him: 
Even if you sensed that these people had 

some potentially important, very important, 
decisive information? 

His response was: 
And I pushed them onto SOV A and I asked 

them to take their views into account and to 
listen to them and hopefully take them seri
ously and I did not make much headway. 

I then said: 
So that basically, getting back to the way 

we began * * * my question is what did you 
do? Here you have a memo from Birman. 
* * * You've expressed admiration for them. 
We all know that their estimate was much 
more on target than that which we had. You 
sensed that. What did you do to try to get 
that a part of the CIA analysis upon which 
billions of dollars were being spent? 

And Mr. Gates responded: 
I pressed the Soviet office to sit down and 

spend time with these people and to try and 
reflect these alternative views, and I did not 
succeed. 

The reason this question is relevant 
is that here was Mr. Gates in posses
sion of information that fundamentally 
challenged the prevailing view. He ex
pressed interest in the information's 
importance. If the Soviet economy is 
smaller than we thought, in greater 
turmoil, and the defense budget is a 
bigger part of it, then Soviet defense 
spending could not be sustained, and 
with deteriorating living standards, so
cial conflict was likely. Yet he contin
ued to make his projection of the So
viet military from the basis of a larger 
Soviet economy and the old methodol
ogy. The bureaucracy resisted, and he 
gave up. He was unable to refocus the 
Agency on an interpretation of the So
viet economy whose truth could have 
changed out perception of the Soviet 
threat, saved billions of taxpayer dol
lars, and given us a hint of the tumult 
that was about to engulf the Soviet 
Union. 
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How should we expect him to be able 
to deal with the much more diverse 
challenges that face American intel
ligence now? How can we be sure he is 
up to radically altering the way the 
Agency understands the emerging 
world? How can we be assured he will 
not make the same mistake with 
China? How do we know he has the 
strength and creativity to redirect and 
refocus an Agency full of bright people, 
many of whom are locked into old 
ways? How can he, a cold warrior him
self, get an Agency to focus around the 
world less on the Soviet military and 
more on interaction of ethnic national
ism, proliferation of nuclear and chem
ical weapons, power of religious and 
secular grassroots movements, and ter
rorism? How? 

Mr. President, I believe Bob Gates is 
earnest, hardworking, and intelligent. 
In the Webster years, he was more at
tentive to congressional oversight. I do 
not know him personally, but he has an 
appealing demeanor and appears lik
able. Yet I do not see him as the leader 
the Agency needs now. Not only be
cause I do not believe that he possesses 
the bold conceptual ability or the man
agerial skills, not only because of his 
ties to the controversies of the past 
decade, but also because I believe he 
has allowed ambition or ideological 
conviction to overshadow his judgment 
on a number of occasions. 

In November 1986, he gave a speech 
entitled "War by Another Name" and 
did an op-ed of the same title in which 
he wrote that "the Soviets' aggressive 
strategy in the Third World has, in my 
view, four ultimate targets-first the 
oil fields of the Middle East which are 
the life line of the West and Japan; sec
ond, the Isthmus and Canal of Panama 
between North and South America; and 
third, the mineral wealth of southern 
Africa. * * * The fourth target is the 
West itself." When asked if there were 
any intelligence estimates that con
firmed his view of Panama or southern 
Africa, he said no. When asked why he 
said it anyway, he replied, "poetic li
cense." I do not believe that the Dep
uty Director of the CIA should use po
etic license to describe the hostile in
tent of what has been America's chief 
threat. 

At the same time in 1986, he unwisely 
interjected himself and the Agency 
into another contentious policy debate. 
He strengthened the hand of those who 
were advocating SDI by stating in an
other speech that the Soviets would 
test ground-based lasers for use in bal
listic missile defenses by the late 1980's 
and components for a large-scale de
ployment system in the 1990's. He high
lighted only the alarming aspects of 
Soviet laser research, and ignored the 
views that disputed the timetable and 
suggested even if the Soviet did test a 
ground-based laser, scientific break
throughs would be needed in other 
areas before the Soviets could deploy a 
ballistic missile defense system. 

The Deputy Director of the CIA 
should not be advocating policy or 
using "poetic license" to ring alarms. 
The speeches were serious mistakes. 
Mr. Gates promises not to do it again. 
But why did he do it then? Did he not 
know that people would take his state
ments as true? Wouldn't anyone who 
heard him assume that the CIA be
lieved the Soviets had designs on Pan
ama, that the CIA, believed without a 
doubt that the Soviets were about to 
test a ground-based laser and deploy an 
SDI-type ballistic missile system in 
the 1990's. His rhetorical excesses fed 
the ideological fervor of the times. 
They reinforced the Reagan adminis
tration's insistence that Americans 
pay more and more taxes to finance de
fense expenditures to counter the So
viet Union. 

Why did Mr. Gates make these state
ments? What do they reveal? Frankly, 
I do not know. But one possibility is 
that he made them to curry favor with 
Mr. Casey, who saw hostile Communist 
designs virtually everywhere in the 
Third World. Or perhaps he wanted the 
President to be aware of his support for 
SDI. The other possibility is that Mr. 
Gates himself was an ideologue whose 
poetic license revealed that he had be
come a victim of cold war thinking
able to see only good and evil-even as 
the world around him was being shaped 
by more complex forces requiring 
greater insight than the old ideological 
view could yield-more understanding 
than fervor. Both explanations raise se
rious questions about his judgment and 
his commitment to provide the unvar
nished truth to policymakers. Ideologi
cal bias or the desire to say what su
pervisors want to hear don't convey 
independence or strength. And they are 
habits that don't disappear overnight. 
Will he on every occasion provide judg
ments ·unclouded by his own personal 
biases? Will he never hesita.te to chal
lenge a policymaker's, even a Presi
dent's, lifelong assumptions if the un
varnished truth dictates it? I have 
some doubts. 

What the CIA needs now, I believe, is 
not an insider but a fresh person from 
the outside. A figure such as John 
McCone. Someone with managerial 
skills and bold conceptual ability. 
Someone who can refocus and inspire 
the talent in the Agency. Someone who 
can leap over the controversies of the 
last decade. 

Why do we want someone as Director 
who has to carry the burden of the 
Casey years? What overwhelming ad
vantage to the national interest, what 
extraordinary reason or what excep
tional talent would someone have to 
bring to this job to justify the public 
suspicion that will necessarily be en
gendered by this nominee's confirma
tion? My answer is none. For someone 
from the inside, there are too many 
debts owed, too many old scores to be 
settled, too many doubts to be allevi-
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ated, too many impressions already 
hardened, too many ambitions already 
curtailed to be the pathfinding leader 
that the agency needs now. 

So far, my objections to Mr. Gates 
are, first, his past inattentiveness to 
the Iran-Contra scandal; second, his 
management and conceptual failures in 
refocusing the Agency's own changes in 
the Soviet Union; and, third, his lack 
of judgment in advocating controver
sial policy positions. 

My fourth objection to Mr. Gates' 
nomination is that he comes out of the 
policymaking arm of the Bush admin
istration. While that should not dis
qualify someone in all occasions, to my 
mind it does so on this occasion. He 
comes to the CIA not only with his life
long attitude toward the Soviet Union, 
but with vested interests in a number 
of policy disputes. For example, an im
mediately critical question facing 
United States policy is whether to prop 
up the Soviet Central Government over 
the Republics. Mr. Gates' view to my 
knowledge has not taken issue with 
President Bush's clear preference for 
the center. Did he do anything to affect 
drafts of the famous Kiev speech in 
which President Bush stood with the 
central Communist apparatus and re
ferred to the desires for independence 
in Ukraine and other Republics as "sui
cidal nationalism"? Within weeks, 
Communist power had ended in the So
viet Union, the Baltics achieved inde
pendence, and the Ukraine set Decem
ber for an independence referendum. 
The point here is Mr. Gates goes to the 
CIA as a warrior in those disputes and 
policies, not as an impartial purveyor 
of intelligence. 

He has only been a key manager of 
the administration's approach to Iraq 
since the early 1980's. He participated 
actively in the zigzag tilt toward Iraq 
between 1982-88; he did not seek to 
keep intelligence focused on Iraq after 
the 1988 Iraqi victory, even though 
Sadam Hussein's forces remained mobi
lized, preferring instead to concentrate 
on a crumbling Soviet threat; he failed 
to focus more intelligence resources on 
the monitoring of Iraqi nuclear devel
opment; he failed to monitor effec
tively Iraq's attempts to get strategic 
and dual use technology; and finally, 
he did not question the intelligence es
timate that ratified the rosy assump
tions the administration had made in 
1989 about Saddams peaceful intention 
toward oil rich Arab neighbors. In sum, 
Mr. Gates contributed to the adminis
trations policy of appeasement by ne
glecting signs of rapidly growing 
threats and belligerence on the part of 
Saddam Hussein. 

Again Stephen Graubard's analysis: 
The failure to attend to Iraq during eight 

years of war, and in the first year and a half 
of the Bush administration as well, showed a 
blindness common to a government domi
nated by men * * * who were following a 
Nixon-period script they barely understood. 
In seeking to rekindle the more aggressive 

Middle Eastern diplomatic policies initiated 
by Kissinger and pursued under Presidents 
Nixon and Ford, hoping finally to bring to 
fruition negotiations successfully concluded 
by President Carter at Camp David, they 
failed to recognize how much the geo
political conditions in the area had changed. 
A more supple group might have wished to 
construct an agenda more suited in 1989 and 
1990, one that took account of the collapse of 
the Soviet Union and considered how the 
mil1tary ambitions of both Iraq and Iran 
might be affected. The administration's con
cerns with Arab grievances in the occupied 
territories were reasonable, if placed in a 
broader context. The failure of both the 
President and his Secretary of State to in
terest themselves in Iran-to seek some sort 
of political relations with that once friendly 
state-was exceeded only by their innocence 
in not knowing how to deal with Iraq, a des
perate state, economically and ideologically 
bankrupt, and therefore militarily unstable. 

In the end, they could take none of these 
things seriously enough. Teheran and Bagh
dad could not compete for the attention of 
men whose minds were fixed on Moscow and 
Bonn, real powers, nations with whom im
portant business could be conducted. But the 
death of Marxism* * *did not coincide with 
the death of nationalism; indeed, it may 
have only contributed to its growth. Obliv
ious to this, the President and his Secretary 
of State deluded themselves about the na
ture of the world they were seeking to 
refashion. To have coped with its new possi
bilities would be required * * * a political 
will that took into account certain fun
damental ideological and geopolitical reali
ties that had not existed in the time of the 
Shah or of Brezhnev. 

Stephen Granbard once again. 
Mr. Gates was President Bush's No. 2 

national security policy manager 
throughout the leadup to, course of and 
aftermath of the gulf war. How can his 
assessments of the region be fresh, 
with his past policy battles clearly 
etched in his mind and on his resume. 
And for what? I ask. The question is 
not whether he should be the Presi
dent's man. Of course, he should be. 
The question is why the President has 
sought to convert his No. 2 national se
curity policy manager into Director of 
Central Intelligence. I believe it will 
lead to unanswerable questions and 
endless doubts on virtually every CIA 
estimate with regard to the Persian 
Gulf or the Soviet Union. It will handi
cap the credibility and the future effec
t! veness of the Agency. 

Mr. Gates is really President Bush's 
policy double. He has shown zest for all 
the things that have preoccupied the 
President for 40 years-the cold war, 
the Soviet threat, seeing reality 
through bureaucratic eyes. He will, I 
believe, reinforce these tendencies, and 
that will diminish the robustness and 
creativity and breadth of the intel
ligence product he delivers to policy
makers. There is another way. 

My fifth objection to Mr. Gates re
lates to the changing demands on intel
ligence. As I said earlier, the cold war 
CIA had a very specific central mis
sion: To monitor the Soviet strategic 
threats, count weapons and estimate 

the strength of armed forces. It is a job 
the CIA did very well. 

The CIA also kept track of the Soviet 
economy: production levels, crop 
yields, inflation, budgets, productivity, 
and many other demographic and mac
roeconomic details. The Agency, as I 
have said, has done a less good job here 
but it at least had a lens through which 
to view Soviet society. 

On the third level, the Agency's work 
in Soviet politics focused on a finite 
number of leading actors. It did it well 
enough to tell American politicians a 
story about power and conflict that 
they could understand. These three 
jobs the Agency clearly did. 

What the Agency's technical virtu
osity never had any ability to do or 
what its leadership never had any real 
success in doing was to bring into over
all analysis and to recognize the peo
ples of the former Soviet Union as im
portant and influential actors, with in
terests, ideas, and initiatives of their 
own. 

To determine characteristics of a 
tank or the production of a factory was 
possible, to assess the potential for 
grassroots movements, the power of re
ligious faith, the bonds of ethnicity, 
the appeal of democracy, the death of 
Marxism as a belief system, and the 
commitment of ordinary people of 
transformation were missions that 
were orders of magnitude more dif
ficult. 

Strategic intelligence in the broadest 
sense must include the ability to un
derstand culture and history-not just 
some bit of military, technical, or in
dustrial information. No single bit of 
information gives you the answer. It is 
the total picture.projected by a mosaic 
of many pieces that fully counts. And 
if you focus on only three tiles of the 
mosaic, then you cannot see the over
all picture. What the Agency has done 
well is to look at a couple of tiles in 
the mosaic and tell you exactly how 
many grains of blue and red and yellow 
are on the tile. What they have not 
done well is to describe the total pic
ture. The new mission for the CIA has 
to focus on the total picture. 

To say we need more human intel
ligence deals with process, not sub
stance. To say the new mission should 
be economic intelligence is colossally 
shortsighted. To apply the techniques 
of the national security state to deci
sions on the interest rates in the 
Bundesbank or materials research 
breakthroughs in Britain or Japan is a 
dangerous path. In a world more and 
more interdependent each day, in 
which cooperation will be more and 
more important, economic spying holds 
the potential of being dangerously 
counter productive. 

The Agency has to be less dualistic, 
less static. Change will characterize 
our future in ways we can never imag
ine. The idiosyncratic thinker or ana
lyst will have to be rewarded, not 
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shunted. Issues of race, language, eth
nicity, and aspects of the human spirit 
such as courage, faith, and commit
ment will loom larger than weaponry 
and will need to be assessed. Divisions 
between rich and poor nations will be 
of greater concern. Arbitrary distinc
tions between domestic and foreign af
fairs will impede clear vision. The one
dimensional economic or military an
swer while necessary will not be suffi
cient. It will not provide the most help
ful clues to our future threats or to our 
greatest opportunities. What is needed 
is truly new thinking. 

And really that is my fundamental 
objection to Bob Gates as a director
that he is a captive of past realities. He 
is a bright man, but I believe he is 
more rather than less likely to cling to 
the old cliches or the old thinking 
which everyday becomes less relevant 
and less valid. After 2 months of in
tense questioning and years of thought, 
I believe that his leadership at CIA 
would not be able to give national se
curity policymakers the best intel
ligence they will need to protect U.S. 
interests effectively against unseen 
dangers in the uncharted and poten
tially turbulent future that lies ahead. 

Those are the reasons why I will op
pose the nomination of Robert Gates. 

I yield the floor. 
The PRESIDING OFFICER (Mr. 

ROBB). The Senator from Alaska [Mr. 
MURKOWSKI] is recognized. 

Mr. MURKOWSKI. I thank the Chair. 
Mr. President, I ask unanimous con

sent that I may be allowed as much 
time as I need, and that upon comple
tion of my opening statement, Senator 
METZENBAUM may be recognized to 
speak next. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. There are no 
constraints on the Senator's time. The 
Senator from Ohio will be recognized 
next. 

Mr. MURKOWSKI. Mr. President, 1 
think we have seen in the statement 
made by my colleague, Senator BOREN, 
who spoke on behalf of the nominee, 
and in the statements of Senator MoY
NIHAN and Senator BRADLEY, who were, 
in their extended remarks, provoking, 
to say the least, that the matter of Mr. 
Gates' nomination has been examined 
thoroughly. As a consequence of the ef
forts made by Chairman BOREN, and by 
all members of the staff, we have made 
every effort to leave no stone 
unturned, to hear from the relevant 
witnesses, and to extend into closed 
session, when appropriate, testimony 
bearing on the fitness of Mr. Gates. 

As vice chairman of the committee, I 
certainly want to thank those who co
operated, and more particularly the 
professional staff, who have spent an 
extraordinary amount of time in de
tailing material for the Members, and 
particularly in following up various 
memorandums, letters, and requests 
and I assume once in a while things 

that came over the transom, so to 
speak. 

But clearly I think the evidence will 
show, and the preponderance of my col
leagues' vote tomorrow that, indeed, 
Mr. Gates is suitable as the President's 
nominee for the head of the Central In
telligence Agency. 

So I rise today as vice chairman of 
the Senate Select Committee on Intel
ligence to speak in behalf of the nomi
nation of Mr. Gates to be the Director 
of the Agency. 

As has been indicated by the chair
man, this nomination has been re
ported favorably by the committee by 
a vote of 11 to 4, a vote that came, as 
I have noted after a rigorous process. 
We have gone about 6 months on this 
nomination. 

During this time, the committee has 
studied reams of documents, inter
viewed scores of individuals, and as I 
indicated, sought the answers to thou
sands of questions. It is rather inter
esting to reflect on some of the arith
metic, Mr. President. In the open hear
ing sessions alone, the nominee person
ally responded under oath-under oath, 
Mr. President-to 850 questions. I am 
not aware of a case where a nominee 
for any position has received perhaps 
greater scrutiny and attention from 
any committee than has Mr. Gates. 

The committee's examination was 
demanding and, I think it is fair to say, 
remarkably bipartisan. At the outset, 
the chairman and I agreed that we 
would not impose artificial constraints 
on the scope or the timeframe of the 
process we were undertaking. We 
agreed that we would hold as much of 
the hearings as possible in open ses
sion. We agreed that we would tackle 
the issues as they arose and attempt to 
deal with them in a comprehensive and 
a balanced manner. 

When we began, Mr. President, we ex
pected the principal focus of our in
quiry to involve issues widely ranging 
from Iran-Contra to other issues and 
allegations. But little did we realize at 
the time that many of the issues that 
I will cite would emerge, some of which 
were rather bizarre, others quite seri
ous. At times, even the most farfetched 
issue became the subject of national 
news reporting and gained more promi
nence than, in the opinion of the Sen
ator from Alaska, they deserved. 

Regardless, we realized the commit
tee had to do the best job it could at 
tracking down whatever allegations 
were made about the nominee. We de
ployed our staff resources in a biparti
san manner in developing as much in
formation as possible prior to, during, 
and even after our public hearings. Nei
ther the chairman nor I directed our 
staff to build a partisan record or a 
record that either supported or opposed 
this nomination. To the best of my 
knowledge, we honored every Senator's 
request that was made to produce ei
ther witnesses or documents, no mat
ter who made the request. 

I appreciate the kind comments Sen
ator BRADLEY made in his opening re
marks. While we may not agree on this 
nomination, I think it is safe to say, on 
intelligence matters, the Senator from 
New Jersey and I agree more often 
than not. I wish that I could encourage 
him on some of our Alaskan issues, but 
that is another story for another time. 

Mr. President, the hearing was not 
revealing. I cannot think of another in
stance in which the public was pro
vided as much insight into the inner 
workings of the Central Intelligence 
Agency. I think the public and the 
media really got an inside look. 

Each member of our committee ex
plored areas of particular individual 
concern. I, for one, was particularly in
terested in developing the record on 
how the agency was managed during 
the years of Director William Casey in 
an effort to try and place issues about 
Dr. Gates in the context of the times 
prevailing. 

Our report and our hearings provide 
the public a rich body of information 
on the analytical process of the CIA, 
management structures, and even per
sonalities. While some of these matters 
were discussed in a most critical way, 
I do not take the pessimistic view that 
the morale of the CIA has been shat
tered by the experience. Rather, it is 
far healthier to discuss problems than 
to suppress them. I am confident that 
we have exceptionally high caliber peo
ple working in the CIA, and that we 
will continue to attract high quality 
intelligence officers who understand 
the importance of the work they do 
and how much of our national security 
is dependent on that. 

I believe we accomplished what we 
set out to do, and we are here today to 
present and debate the facts surround
ing this nomination for the benefit of 
the American people. 

ROBERT GATES 

I am convinced that Bob Gates 
should be confirmed as the new Direc
tor of Central Intelligence, and I am 
equally convinced that he can and will 
provide the leadership necessary to 
overcome problems that came to light 
as a .consequence of our hearings. He is 
the right person to lead the community 
into the unchartered waters of the fu
ture. 

Before the hearings, I was well aware 
of the President's confidence in Bob 
Gates. I had an opportunity to discuss 
the nominee with the President on two 
occasions, and I can tell you of the 
strong support the President has for 
Mr. Gates. The relationship between 
Mr. Gates and the President is a sig
nificant factor in the ability of Dr. 
Gates to lead the intelligence commu
nity. Simply put, he will have the 
President's attention when the tough 
decisions must be made. 

After observing Bob Gates in our 
hearings, I think I have a better under
standing of why he has the President's 
trust: 
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He has clearly mastered the complex

ities of the intelligence community. 
The new DCI must have a complete un
derstanding of how the community op
erates in order to shape its future be
cause the future is changing. 

I think Mr. Gates has proven that his 
intellectual capacity is deep. He is ar
ticulate and well-informed. He is expe
rienced as both a provider and a 
consumer of intelligence. 

He has withstood enormous pressure 
in these hearings and certainly will be 
able to withstand the rigors of being 
Director of Central Intelligence. I am 
sure his family has had to withstand 
those rigors and as a consequence have 
stood by his side with greater patience 
and understanding. 

Finally, I am confident he has 
learned much from our confirmation 
hearings. I have no doubt that some 
matters discussed have not been pleas
ant for him to hear, and he surely un
derstands that there is at least a per
ception problem in the CIA concerning 
his past tenure there. I, for one, believe 
he will be a better manager as a result 
of this knowledge. On the other hand, I 
have no doubt that he will drive the in
telligence community hard, that he 
will make tough decisions, and that he 
will demand hard work and precise 
thinking and, most of all, will demand 
accountability from those who work 
with him. 

I support Bob Gates to be the next 
DCI, and I have every confidence that 
he will do an outstanding job. I also 
share the chairman's view that Bob 
Gates will work well with the oversight 
committees of Congress. His track 
record in this regard is unmatched. He 
supports oversight and works ex
tremely well with those of us who have 
been called upon to perform the over
sight function. 

IRAN-CONTRA 

Mr. President, during the course of 
this debate, some of my colleagues will 
raise issues surrounding the Iran
Contra affair as reasons why Robert 
Gates should not be confirmed. So at 
the outset I would like to briefly sum
marize what the evidentiary record on 
Iran-Contra says about Robert Gates. 

First, Mr. Gates had no part in initi
ating the arms sales to Iran. In fact, he 
opposed them, and he made those views 
well known to his superiors, John 
McMahon and Director Casey. 

Second, there is absolutely no evi
dence that Mr. Gates ever participated 
in or condoned the diversion of arms 
money to the Contras. 

Third, Mr. Gates did not deliberately 
withhold nor encourage others to with
hold evidence about the CIA's involve
ment in Iran-Contra. 

Fourth, once Bob Gates became fully 
aware of the possible diversion of funds 
to the Contras in October 1986, he took 
positive action to learn whether the 
Agency was implicated. 

Many of us can look back over the 
Iran-Contra affair and wish we had 

read the tea leaves better or had taken 
more direct action to uncover the 
truth. Bob Gates has said as much in 
his testimony before our committee. 
He told us: 

I suspect few people have reflected more 
than I have on the Iran-Contra affairs. * * * 
I want to speak about the misjudgments I 
made and the lessons I learned. * * * I should 
have taken more seriously after the first of 
October, 1986, the possibility of impropriety 
or even wrong doing in the government, and 
pursued this possibility more aggressively. I 
should have pressed the issue of a possible di
version more strenuously with Director 
Casey and Admiral Poindexter. I should have 
done more. Instead, I contented myself with 
taking the information I had received to 
Casey and Poindexter, as well as to CIA's 
general counsel, and then did not follow up 
after returning from overseas. * * * I should 
have been more skeptical about what I was 
told. I should have asked more questions and 
I should have been less satisfied with the an
swers I received, especially from Director 
Casey. * * *I should have pressed harder for 
reversing the provision in the January find
ing prohibiting informing the Congress. 

But the record is also clear that Bob 
Gates did take steps after October 1986 
to get to the bottom of CIA's involve
ment in the Iran-Contra matter. 

After the committee explored these 
matters in some detail, it became clear 
that there was no so-called smoking 
gun implicating Robert Gates for any 
improper activities relating to Iran
Contra. The committee then moved on 
to another issue, the so-called slanting 
of intelligence. 

INTELLIGENCE ANALYSIS 

Mr. President, when we talk about 
intelligence analysis, why, much of it 
is in the eyes of the beholder. The ques
tion is, did Bob Gates intentionally 
slant the intelligence product of the 
CIA in order to please policymakers or 
to promote the point of view of persons 
within the Reagan administration in
cluding Bill Casey? This was a most se
rious accusation and the committee de
voted a great deal of time and atten
tion to it. 

What did a hard look at the evidence 
reveal? 

First of all, it is important to put 
these allegations of slanting intel
ligence analysis into perspective. In 
the period Bob Gates was DDI or DDCI, 
nearly 2,500 major assessments and es
timates crossed his desk. And how 
many of these is he seriously alleged to 
have slanted? According to our own 
staff analysis, less than 10 and prob
ably less than 5. And a close look at 
even that handful reveals there is, in 
fact, not a single case where the evi
dence clearly points to Bob Gates de
liberately slanting intelligence. 

What we have instead are many in
stances where Dr. Gates' strong views, 
rigorous standards, and tough criticism 
left analysts with bruised feelings. We 
have some instances where Dr. Gates' 
managerial style probably engendered 
more hard feelings than was necessary. 
Bob Gates is a tough man in a tough 
business that requires accountability. 

It is noteworthy that none of Dr. 
Gates' senior colleagues at the time, 
including Hal Ford, apparently thought 
Bob's style was a serious problem. At 
least they never raised it with him di
rectly. 

Let us remember the circumstances 
under which Bob Gates became DDI in 
1982. At an extraordinarily young age 
he was selected for the top analytical 
post in the CIA because William Casey 
and Admiral Inman both saw in him an 
extraordinary talent. They also 
thought it was time to groom a profes
sional intelligence officer as a future 
DC I. 

Admiral Inman testified that this de
cision put Dr. Gates in an extraor
dinarily difficult position. He had little 
management experience and he had lit
tle background on the operations side 
of intelligence. Because of his youth, 
he would inevitably be resented by 
many of those more senior officers who 
had been passed over. Under the cir
cumstances, it would have been unbe
lievable if he had not ruffled some 
feathers, and even made some mis
takes. What is extraordinary is how 
few he appears to have made. 

Dr. Gates' position was made all the 
more difficult by the fact that William 
Casey was one of the strongest-minded 
DCI's in recent history. The Reagan ad
ministration came into office with a 
clear policy agenda and Mr. Casey was 
closely attuned to the President's 
views. Mr. Casey was not adverse to 
pushing the intelligence community 
hard when an issue-such as the pos
sible Soviet role in the papal assassina
tion attempt-aroused his or the Presi
dent's interest. 

Under these circumstances, it fell 
largely to Robert Gates to make CIA 
responsive to the needs of policy
makers in the new administration 
while, at the same time, protecting the 
nonpolitical character of intelligence 
analysis. To please both Mr. Casey and 
the professional CIA analysts was a 
daunting task. It is clear to me, how
ever, that Bob Gates performed with 
extraordinary skill and integrity under 
the circumstances. 

Bob Gates is the first to admit that 
the persistent allegations of slanting 
intelligence are a cause for real con
cern. He is also the first to admit that 
his youthful management style 8 or 10 
years ago may have been unnecessarily 
abrasive. 

But, as I said at the conclusion of our 
confirmation hearings, the question is 
not whether he did everything right in 
the early 1980's. The question is wheth
er he has grown and learned so that he 
is the right man for the early 1990's. 
Has he become the man Admiral Inman 
expected? I believe the answer is clear
ly "yes." I call the attention of my 
Senate colleagues to Bob Gates' eight
point plan for dealing with the issue of 
slanted intelligence. In summary, this 
eight-po~nt plan contains incentives to 
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encourage the expression of dissenting 
points of view in the preparation of 
analysis, a new emphasis by the inspec
tor general on the integrity of the ana
lytical process, changes in training, 
and efforts to ensure integrity, inde
pendence, and the avoidance of self
censorship. 

This is a serious plan that provides 
convincing evidence that he has lis
tened to the critics and he intends to 
come to grips with their concerns. 

I ask unanimous consent that Mr. 
Gates' eight-point plan be printed in 
the RECORD. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 
EIGHT-POINT PLAN OF RoBERT GATES AS OUT

LINED IN HEARINGS BEFORE THE SENATE SE
LECT COMMITTEE ON INTELLIGENCE 

What has emerged in these hearings is 
clear evidence that the perception of 
politicization in some areas remains real and 
must be addressed by the next Director. 
What is needed then is a set of measures to 
assure that the integrity of the process is 
protected. That one or another person's 
views do not inhibit the diversity of analysis 
and that analysts need not play it safe with 
upper management through self-censorship. 

And yet to accomplish these objectives 
while maintaining and further improving the 
quality and intellectual toughness of the 
product. To change an atmosphere, a tone is 
a tall order. And in the real world, probably 
never perfectly attainable. 

Even so, there are measures that can be 
taken. First, if confirmed I would candidly 
and quickly address these issues for all ana
lysts. I would stress the importance of integ
rity and objectivity of the product. The im
portance of insuring that divergent views are 
heard and conveyed to the policymaker. And 
emphasize to all managers that analysts are 
to be encouraged to speak their minds open
ly. And that there should be incentives for 
doing this. 

In short, we should try to codify that pro
fessional ethic, Mr. MacEachin described, 
and make it part of our daily work. In this 
connection, I would also tell all agency em
ployees my door is open to those with con
cerns about this and other issues. And that I 
intend to reach out to them as well. 

I also would ask for a restoration of colle
gial civility that acknowledges that honest 
people can and will disagree and that we 
must not attribute base motives when dis
agreements are involved. 

Second, I believe all managers of analysis 
should have as a part of their own perform
ance evaluation, an appraisal of how well 
they encourage the above principals and val
ues in their organizations. 

Their openness to alternative views and 
their willingness to support their analysts 
up the line once they've approved the analy
sis themselves. 

Third, if confirmed, I would direct the of
fice of the Statutory Inspector General to 
pay special attention to problems of analyt
ical process and to serve as a focal point for 
analysts and analytical managers concerned 
about process and the integrity of the prod
uct. 

Fourth, I believe issues relating to integ
rity of analysis, relationships with policy
makers, and managing different points of 
view should be made a part of every training 
course for analysts and their managers. 

Fifth, this committee and its house coun
terpart for the past decade have focused es-

pecially on budget and clandestine activi
ties. I encourage the committees to consider 
re-establishing something like their old 
analysis and production subcommittees that 
can focus oversight on the analytic process. 

This also could help the DC! better deal 
with analytical problems such as you have 
heard the last few days. 

Sixth, if confirmed, I would ask the Presi
dent's foreign intelligence advisory board for 
its help and ideas in this area. 

Seventh, if confirmed I would consider cre
ation of an analysis council of retired former 
senior officers that could advise the DCI and 
DDCI and the Deputy Director for Intel
ligence about the problems we are discuss
ing. 

Suggest possible, additional, remedies and 
perhaps serve also as ombudsman to hear 
and evaluate analyst complaints and con
cerns. 

Eighth, and finally, if confirmed, I would 
solicit from the analysts, and the managers 
of analysis themselves, their own ideas on 
how to re-build morale, ensure integrity, and 
independence. How to avoid self-censorship, 
and deal with the perceptions of 
poll ticiza tion. 

If confirmed, I would expect to report to 
both intelligence committees on implemen
tation of these and related measures when 
Congress returns in January. 

INTELLIGENCE SHARING WITH IRAQ 

Mr. MURKOWSKI. Mr. President, 
turning briefly to a subject that is not 
easily dealt with on the floor due to 
the classification involved, the Senate 
should know that we explored in some 
detail issues involving an intelligence 
sharing relationship with the Govern
ment of Iraq. Our report covers the 
subject and the committee's conclu
sions in a way that does not com
promise intelligence sources and meth
ods, but I highlight it as yet another 
area where we spent a significant 
amount of time and energy. I would 
stress that we found nothing linking 
Robert Gates to any improper activi
ties. 

OTHER ALLEGATIONS 

Mr. President, there were a number 
of other allegations made in connec
tion with Robert Gates. Just to give 
my colleagues the flavor of some of the 
more bizarre allegations the commit
tee had to track down, I will list a few 
of them here: 

A former civilian translator for the 
Israeli military intelligence charged 
that Robert Gates conspired with the 
1980 Reagan-Bush campaign organiza
tion to delay the release of the Amer
ican hostages held by Iran in an effort 
to prevent a so-called October surprise 
hostage release and a Jimmy Carter re
election victory; 

This same individual claims that 
Robert Gates accompanied him on a 
flight from Miami to Phoenix while he 
carried a Samsonite suitcase filled 
with $16 million in $100 bills which con
stituted a part of the October surprise 
payola destined for the Iranians. 

A self-professed arms merchant and 
former member of the Iranian intel
ligence service claims that Robert 
Gates was the central figure in a covert 

effort to provide cluster bombs to Iraq 
through a Chilean arms dealer and a 
Swiss-based firtancier. 

Now, Mr. President, regardless of 
how colorful these allegations sounded, 
the committee felt it had a duty to 
track them down. With the assistance 
of the FBI and the CIA's independent 
inspector general, we found these and a 
number of other allegations that were 
made about Robert Gates to be abso
lutely false. 

In closing, Mr. President, the com
mittee has undertaken a rigorous proc
ess exploring the record and qualifica
tions of Robert Gates. As a con
sequence of that process, the commit
tee-by a strong, bipartisan vote-rec
ommended this nominee to the full 
Senate to become the next Director of 
Central Intelligence. 

Others join us in this recommenda
tion. Former Directors Richard Helms, 
William Colby and William Webster, 
along with former Deputy Director 
Bobby Inman and others, all support 
this nominee and recommend his con
fi:-mation. 

Another former DCI, President 
George Bush, the Commander in Chief 
who is held ultimately accountable for 
the performance of the CIA and the en
tire national security apparatus, has 
chosen Robert Gates as the individual 
he wants as the Director of Central In
telligence. 

Eleven of the fifteen members of the 
Intelligence Committee recommends 
that the nominee be confirmed. 

We will hear of course from a few 
who do not share our view during the 
Senate's deliberations, and we will con
sider their reasoning and engage in de
bate. I, for one, am looking forward to 
this debate, and I am confident that 
the chairman, myself, and other mem
bers of the committee who are here in 
support of the nomination can respond 
to any of the questions or concerns our 
colleagues might raise. 

Mr. President, I urge the Senate to 
vote to confirm Robert Gates as the 
next Director for Central Intelligence. 

I yield the floor. 
The PRESIDING OFFICER. Under 

the previous order, the Chair now rec
ognizes the Senator from Ohio. 

Mr. METZENBAUM. Mr. President, 
the nomination of Robert Gates to be
come Director of Central Intelligence 
was announced nearly half a year ago 
and was sent to the Senate over 4 
months ago. Since that time, under the 
able leadership of our chairman, the 
Senator from Oklahoma, and our vice 
chairman, the Senator from Alaska, 
the Senate Intelligence Committee has 
conducted a searching inquiry into Mr. 
Gates past record and his qualifica
tions for this high office. 

This inquiry has been long and fruit
ful. We held nine public hearings and 
five closed hearings or briefings. We 
took testimony from 13 witnesses in 
open session and from several addi-
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tional witnesses in closed session. And 
we obtained dozens of relevant docu
ments from the CIA, many of which we 
were able to make available to the 
American people. 

Both we and the country have 
learned much in the process. 

We have gained further insight into 
the seamy world of Iran-Contra, and 
how that unhappy affair affected the 
CIA. 

We have learned much about the 
CIA's liaison relationship with Saddam 
Hussein's Iraq, which was kept secret 
from Congress for years until a news
paper exposed it in late 1986. 

And through five hearings and exten
sive documentary research, we have all 
gained an understanding of how real 
people operated in the real world of in
telligence analysis during the 1980's. 

We also learned more about the use 
and misuse of intelligence on House 
and Senate Members and staff, but this 
was necessarily done in closed session. 
The value of these public revelations 
should not be underestimated. As we 
leave the cold war behind us, public 
support for secret government can no 
longer rest on the old foundation of 
fear and conflict. Rather, we must 
build a new foundation of knowledge 
and trust. 

A public that understands the bene
fits and risks associated with U.S. in
telligence programs will be better able 
to weigh the Nation's need both for se
cret intelligence and for limits on the 
agencies that provide it. A public that 
sees its intelligence committees in ac
tion will be better able to weigh the 
performance both of the intelligence 
agencies that the public funds and of 
the elected representatives who serve 
as the American people's surrogate in 
watching over the use of their money. 

Our efforts in this confirmation proc
ess will also lead to better oversight of 
intelligence. As the chairman noted in 
additional views that he submitted 
with the committee report on this 
nomination, we will continue our in
quiry regarding the handling of intel
ligence reporting on U.S. persons who 
exercise their constitutional right to 
oppose U.S. policy. 

The committee published a major re
port 2 years ago on how the FBI tar
geted Americans who opposed United 
States policy on El Salvador. In that 
case, the Americans were private citi
zens. In the Nicaragua case that we ex
amined last month, the targets were 
Members and staff of the Congress it
self. This is a useful reminder to us all 
that it is not just the other guy whom 
the Constitution protects. It is the 
American political system itself that 
we safeguard when we protect individ
ual rights and liberties. 

I suspect that the Intelligence Com
mittee will also pay more attention to 
the liaison relationships that U.S. in
telligence agencies have with foreign 
governments. We have tried to get 

more information on such relationships 
before. And we have tried to get more 
information, but we have been faced 
with a fair amount of CIA foot-drag
ging over the years. 

The Iraq case provides a clear exam
ple of why the intelligence committees 
have a right to be concerned about liai
son relationships, as I will discuss 
later. Now we have CIA agreement, 
however, on an important point. When 
intelligence liaison goes beyond rou
tine-cooperation and is used by the Na
tional Security Council as a tool of for
eign policy, the intelligence commit
tees shall be informed as a matter of 
course. 

For the present debate, however, the 
important thing is that all this com
mittee effort gave us a much more 
complete picture of Robert Gates-the 
person, the intelligence analyst, and 
especially the CIA official from 1982 
until 1989. Much of what we learned is 
contained in the report that the com
mittee issued 10 days ago. I commend 
that report to my colleagues, even 
though I do not agree with all of it. 
There is real information in it, some
thing most unusual in a report on a 
nomination. The staff of our commit
tee did a good job; it makes for good 
reading. 

On the basis of the record we have 
created-in open and closed hearings, 
in our report, and in the documents we 
have examined and, when possible, re
leased to the public-I conclude that 
Robert Gates is not the person to lead 
U.S. intelligence in the 1990's. 

I say this with sadness, because I 
know that he is a sincere and talented 
man. I believe that he should continue 
to serve this administration. But based 
on his past performance, I think that 
to make Robert Gates the next director 
of Central Intelligence would be a dis
service to both him and this country. 

The first issue we examined was Mr. 
Gates' involvement in Iran-Contra. 
Here we had a 5-year record of commit
tee interest, including 2 days of hear
ings with Mr. Gates in 1987 that led 
him to ask the President to withdraw 
his first nomination to be CIA Direc
tor. 

In 1987, Mr. Gates told our committee 
that he had little to do with the Iran 
arms sales and nothing to do with CIA 
efforts to support the Nicaraguan 
Contras. He told us that despite his 
promises in 1986 to be involved in all 
aspects of CIA operations, there had in 
fact been a "division of labor" between 
Director Casey and himself that left 
him out of the loop on these important 
programs. 

Mr. Gates also told the Intelligence 
Committee in 1987 that the CIA's ef
forts to support an Israeli shipment of 
American arms to Iran in November 
1985 had been legal, despite the absence 
of a Presidential finding, and therefore 
that there had been no obligation to in
form the committee of that episode 

when Director Casey testified on the 
arms sales a year later. Mr. Gates 
added that he himself had forgotten 
about the fact that the CIA had then 
drafted a retroactive Presidential find
ing to authorize its actions. 

Since the committee's 1987 hearings, 
further information had come to light 
as a result of the Senate and House 
Iran-Contra committees' investigation 
and the criminal cases against Ollie 
North, John Poindexter, and others. So 
the committee sent Mr. Gates a set of 
questions citing documents and testi
mony concerning his knowledge of 
Iran-Contra. We were hoping that by 
showing him those materials, and giv
ing him as much time as he needed to 
prepare written answers, we might jog 
his memory and be able to fill out the 
record on his involvement or knowl
edge. 

That was our hope, Mr. President, 
but we were sadly disappointed. For in 
his responses to our 67 questions, Mr. 
Gates indicated that he had forgotten 
or could not recall some 22 matters, 
and that he did not know about an
other 33. Indeed, he wrote "I do not re
call," or the equivalent fully 33 times; 
"I did not learn," or the equivalent 25 
times; "I don't know," or the equiva
lent 22 times; and "I did not know," or 
the equivalent 20 times. Those answers 
made me concerned, and they still do. 
For they came from a man who is 
clearly very intelligent and who is re
puted to have a photographic memory. 

The events and information that Mr. 
Gates could not recall were not minor 
matters. They included Admiral 
Poindexter's effort to have the CIA buy 
the assets of the so-called private bene
factors. They included a conversation 
within which Mr. Gates was first told 
that a senior analyst feared somebody 
was diverting Iran arms sale profits to 
the Contras, over a month before that 
analyst came to him directly. They in
cluded his knowledge of the fact that 
Southern Air Transport was involved 
in shipping arms to Iran, as well as in 
the resupply flights to the Contras. 
And they included conversations that 
other CIA officials remembered having 
with Mr. Gates, or material that they 
provided, In the days before Director 
Casey's misleading November 1986 tes
timony to our committee. 

Mr. Gates also left the clear impres
sion that, although he had been given 
as much time as he needed to answer 
the committee's written questions, he 
had not made any great effort to think 
about them or to dig up relevant infor
mation from CIA files. Thus, in re
sponse to several questions about ref
erences to him in Ollie North's per
sonal notebooks, Mr. Gates replied, "I 
have not reviewed Lieutenant North's 
notebooks, and I do not know the 
meaning of the entry." 

On the face of it that sounds all 
right, but we in fact had sent him the 
pages in question, and we later found 
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relevant documents in Mr. Gates' CIA 
files that he could have obtained as 
well, if he had cared to do so. 

Also bothersome was Mr. Gates' re
sponse to the committee's question on 
the May 1985 estimate that overstated 
the risk of Soviet inroads in Iran and 
recommended easing the arms embargo 
against Iran so that our allies could in
crease Western influence there. 

Mr. Gates quoted from a letter he 
had sent the committee in 1987 in 
which he stated: 

There were no dissents to the estimate 
from any agency. The independence and in
tegrity of the intelligence process were pre
served throughout. 

That answer was submitted in July of 
this year. Less than 2 months later, 
Mr. Gates had to admit that the reason 
why there were no dissents was that he 
had personally called the head of the 
State Department's Bureau of Intel
ligence and Research to get him to 
withdraw a dissenting footnote. And 
after we heard from the national intel
ligence officer who was in charge of 
this estimate, Mr. Gates also admitted 
that he had known of dissent within 
the CIA, and that he had approved a r~
drafting of part of the estimate to 
heighten its portrayal of the Soviet 
threat to Iran. 

The Intelligence Committee also cov
ered the Contra side of Iran-Contra. In
deed, we had little choice. Just as we 
were about to begin our hearings, Alan 
Fiers-the former chief of the CIA's 
Latin America Task Force-reached a 
plea bargain with the special prosecu
tor and admitted that he had known 
not only about Ollie North's activities 
in resupplying the Contras, but also 
about Colonel North's diversion of 
funds from the Iran arms sales. 

Mr. Fiers stated that he had in
formed two of his superiors about this: 
The Latin America Division Chief and 
CIA's Deputy Director for Operations. 
And we learned that he had had a se
ries of meetings with Mr. Gates, espe
cially beginning in mid-August of 1986, 
to discuss CIA plans for resuming cov
ert support to the Contras. 

This led to one of the most basic 
questions in our hearings: How could as 
intelligent and high-ranking an official 
as Mr. Gates, serving as Director 
Casey's Deputy, have avoided knowing 
what was apparently known by both 
his boss and several of his subordi
nates? 

Mr. Fiers told the committee that he 
had never specifically told Mr. Gates 
what was going on. But he added that 
everybody knew what Colonel North 
was doing, and he believed Mr. Gates 
must have known as well, at least in 
general terms. 

Now the former Deputy Director for 
Operations has been indicted for mak
ing false or misleading statements to 
Congress. The former Assistant Sec
retary of State has reached a plea bar
gain on similar, but lesser, charges. 

And Mr. Gates says that nobody told 
him-and that he did not ask. 

In his statement at our first hearing 
7 weeks ago, Mr. Gates admitted to bad 
judgment in failing to fully follow up 
when he heard that there might have 
been a diversion of Iran arms profits; in 
failing to apply his analytic skepticism 
to what he was told by other CIA offi
cials, including Director Casey; and in 
not pressing harder for notification to 
Congress. In response to questions, he 
also admitted that he had been too 
slow to involve himself in operational 
matters after becoming Bill Casey's 
deputy. 

I know that those admissions were 
hard to make in the glare of public at
tention. I also appreciate the assur
ances that Mr. Gates gave us that he 
would give high priority to maintain
ing congressional trust in U.S. intel
ligence. But the fact remains that Iran
Contra was not his finest hour and that 
he was slow to admit to the extent of 
his involvement or knowledge of these 
matters. Even today, Mr. Gates gives 
the impression that he would rather 
forget those events than truly come to 
grips with their implications for CIA 
management and his own leadership 
record. 

The same can be said, Mr. President, 
for Mr. Gates' record in the other 
major operation that the CIA hid from 
Congress in those days-its secret in
telligence liaison relationship with 
Saddam Hussein's Iraq. 

Mr. Gates was involved in the initial 
development of options for dealing 
with the Iran-Iraq war, which led to 
that liaison relationship. He was also 
in charge of the CIA directorate that 
prepared intelligence information for 
passage to the Iraqis. 

Mr. Gates was not intimately in
volved in day-to-day operations of the 
Iraq liaison program, but in 1986 he was 
occasionally an active participant. He 
testified that his efforts on this pro
gram were one of the distractions that 
kept him from responding effectively 
to the reports of a possible Iran-Contra 
diversion in October 1986. 

More importantly, Mr. Gates was 
fully informed and fully aware of the 
foreign policy implications of Iraq liai
son. He knew that the United States 
was secretly helping Iraq in the Iran
Iraq war, even as it publicly pro
claimed its neutrality. 

In 1986, when the CIA's intelligence 
relationship with Iraq became more ac
tive, policymakers had to decide how 
much additional support to give Iraq. A 
major factor in that decision was how 
to support Iraq without informing Con
gress of the secret tilt toward Iraq. 

Mr. Gates was fully aware of that ap
proach, as well. He went along with not 
telling Congress. He did not even seek 
legal guidance from the CIA's general 
counsel. 

With hindsight, the CIA's lawyers 
argue that they had no obligation to 

inform this committee of the Iraq liai
son activities, given the way the law 
was interpreted in the 1980's. But they 
add that under current interpretation 
of National Security Act provisions re
garding significant anticipated intel
ligence activities, they would indeed be 
obligated to inform the intelligence 
Committees. 

Frankly, I find that legalistic soph
istry. The statutory requirement to in
form the Intelligence Committees of 
"significant anticipated intelligence 
activities" has existed since 1980. And 
it did not take any genius to figure out 
that a secret tilt in the Iran-Iraq war 
was significant. 

One can even make a case that some 
of the Iraq liaison activities were in 
fact intended to influence Iraqi ac
tions, rather than merely to obtain 
"necessary intelligence." If so, then 
pursuant to the Hughes-Ryan amend
ment to the Foreign Assistance Act of 
1961, Iraq liaison was a covert action 
program subject to the requirement for 
a Presidential finding. Mr. Gates knew 
of those activities, but took no action 
to inform himself about their legal im
plications or to challenge CIA conven
tional wisdom that they did not need 
to be reported to the oversight com
mittees. This raises serious questions 
in my mind regarding his ability to 
manage sensitive operations. 

Moreover, although Robert Gates was 
involved in the CIA's intelligence rela
tionship with Iraq, neither he nor CIA 
appear to have fully appreciated Iraq's 
capacity to threaten United States in
terests. After the Iran-Iraq war, Mr. 
Gates allowed intelligence resources to 
be shifted to monitoring the Soviet 
military-despite Iraq's failure to de
mobilize and its continued effort to ac
quire weapons of mass destruction. 

Had he devoted his attention and en
ergy to encouraging better intelligence 
collection and analysis on potential 
Iraqi threats, Mr. Gates might well 
have enabled the CIA to do a better job 
of covering Iraq's ballistic missile and 
nuclear programs, as well as Iraqi mili
tary procurement efforts that involved 
illegal transfers of United States mate
riel or technology. Had he demanded 
more effort on Iraqi intentions and 
military preparations, United States 
intelligence might have spotted Iraqi 
preparations for the Kuwait invasion in 
time for our leaders to take effective 
preventive action. 

Mr. President, as I said before, Mr. 
Gates is an intelligent man, very intel
ligent. 

How do we explain Mr. Gates' poor 
record on sensitive covert action and 
intelligence liaison matters in the 
1980's? One answer is that he was new 
to that world, as he came from the ana
lytic side of the Agency. But another 
answer is that his heart was not in it. 
What Robert Gates has really cared 
about over the years was meeting the 
worldwide Soviet threat. That subject 
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has already been addressed by others 
who have spoken today. Mr. Gates was 
convinced that the CIA had failed to 
warn policymakers of major Soviet 
moves and, in his words, had "obscured 
in the 1970's and early 1980's the reality 
that the Soviets were prepared to put 
at risk their relationship with the 
United States rather than forego op
portunities in the Third World." 

When he became Deputy Director for 
Intelligence in 1982, Mr. Gates' first act 
was to gather the analysts together 
and tell them how poorly they had per
formed over the years. The anger gen
erated by this speech was the begin
ning of his difficulties in managing the 
analytic arm of CIA and of the accusa
tions of politicizing intelligence under 
his leadership that persist to this day. 

Mr. Gates' preoccupation with the 
worldwide Soviet challenge is a theme 
that runs through the many cases our 
committee examined in response to 
complaints by over a dozen current and 
former CIA analysts. 

And I want to say to you, Mr. Presi
dent, that as long as I have been in this 
body, I have never heard as many peo
ple who had worked for, or were expect
ing to be working for, someone-as 
they were in those positions at the mo
ment, employees of an agency-willing 
to come forward and indicate their con
cern about Mr. Gates becoming the new 
head of the CIA. Some of them did so 
at personal risk to their futures. They 
are to be commended. But it is an indi
cation of how strong their feeling is at 
the CIA. 

In 1982, Mr. Gates told the head of 
CIA's Office of Soviet Analysis to pay 
more attention to the threat of Soviet 
inroads in Iran; he also cited the lack 
of United States involvement in the 
Iran-Iraq war as one sign of United 
States unwillingness to meet the So
viet challenge. 

Not surprisingly, then, Mr. Gates' 
support for the May 1985 Iran estimate 
that overstated the Soviet threat and 
recommended easing the Iran arms em
bargo was also prompted by his Soviet 
preoccupation. When the estimate's 
manager wrote Director Casey a few 
months later that Iran no longer 
seemed as lik13ly to collapse as he had 
feared, Mr. Gates did nothing to inform 
policymakers. When a new Iran esti
mate reversed the old one in February 
1986, he again did not call it to the at
tention of policymakers. 

Mr. Gates later testified that he had 
believed the threat of Soviet inroads 
was still real, even though it had failed 
to come to pass. As late as May 1986, he 
was still telling analysts that there 
was "more than meets the eye" in So
viet-Iranian relations. And in his Janu
ary 1987 testimony to the Senate For
eign Relations Committee. Mr. Gates 
did not even mention that the Feb
ruary 1986 estimate had drawn back 
from the alarmist predictions of May 
1985. Instead, he gave them the discred-

ited May 1985 version of the Soviet 
threat to Iran and said that United 
States intelligence still had to watch 
that threat. 

Mr. Gates consistently opposed CIA 
analyses and estimates that saw the 
early signs of declining Soviet power, 
both at home and around the world. He 
underestimated both the weakness of 
the Soviet economy and the strength of 
the Gorbachev phenomenon. On No
vember 25, 1986, Mr. Gates gave a 
speech in San Francisco alleging that 
the Soviet Union had strategic designs 
on the Panama Canal, Arabian oil 
fields and the strategic minerals of 
southern Africa-statements that he 
ad.mi tted in recent testimony had not 
been based on any intelligence infor
mation. In that same speech, on the 
day that Ed Meese told America about 
the Iran-Contra connection, Mr. Gates 
called for legislation that would permit 
more secrecy in approving United 
States arms sales. A second speech the 
same day made inaccurate predictions 
of near-term Soviet advances in 
ground-based laser ABM systems and 
called for approval of the strategic de
fense initiative. 

Mr. Gates combined his Soviet pre
occupation with a determination to 
read and edit all CIA analyses that 
went to senior policymakers---hundreds 
of them each year. By making himself 
the sole arbiter of good analysis, he 
also made himself-at least in the eyes 
of many analysts-the arbiter of politi
cally correct analysis as well. His criti
cisms were often scathing, especially 
when directed at those who failed to 
understand the extent of the Soviet 
challenge as he saw it. He permitted 
not a single intelligence directorate 
dissent to national estimates on mat
ters dealing with Soviet internal poli
tics or actions around the world. 

Mr. Gates helped ease out some mid
level managers in the Office of Soviet 
Analysis who oppose his views. Appar
ently he did not realize what a massive 
impact this would have on analysts' 
morale and performance. He also gave 
other CIA offices the impression that 
analysis regarding worldwide Soviet 
activities had to hew to a political line. 
And he failed to stick up for his organi
zation when the Directorate of Oper
ations got unusual control over analy
sis regarding the Contras in Nica
ragua-an action for which he was se
verely criticized within the CIA. 

Mr. Gates also encouraged tighter 
presentation of intelligence analysis, 
and this was useful. But his rigid and 
very public views on policy and his role 
as the sole judge of analytic quality 
guaranteed that analysis in areas of 
concern to him would become personal
ized. Many saw that as politicization. 

Many analysts still see it that way, 
as our committee learned from their 
testimony, sworn statements and staff 
interviews, Mr. Gates presented a vig
orous defense of his actions and refuted 

some of the allegations we had heard. 
But he could not shake them all, and I 
commend part two of the committee's 
report to my colleagues, so they can 
evaluate this for themselves. 

They will find one case in which Mr. 
Gates was accused of killing a draft es
timate on the Soviet Union and the 
Third World. He replied that in 1982, he 
was "in no position bureaucratically to 
kill" an estimate, and with respect to 
that quote, that is technically correct. 
But Mr. Gates was already the Deputy 
Director for Intelligence, and he wrote 
a memorandum attacking the draft es
timate that did result in the estimate 
being rejected. His technical point is 
thus rather misleading. 

Readers of the committee report will 
also find a case in which Mr. Gates was 
accused of allowing an operations offi
cer to take part in the drafting of cur
rent intelligence so as to exaggerate 
the success of the Contras in Nica
ragua. He replied by citing CIA analy
ses that outlined "serious Contra prob
lems." The committee found, however, 
that several of those analyses were up
beat descriptions of Contra activities, 
and that most of the others focused on 
the Contras' need for more outside as
sistance. 

The committee also found that a CIA 
inspector general's report criticized the 
Directorate of Operations for "warping 
and hyping" its analysis on the 
Contras. and took Mr. Gates' Direc
torate of Intelligence to task for fail
ing to stick up for its analysts. 

I could give other exaraples as well, 
both from the 20 points to which Mr. 
Gates responded and from other allega
tions that he chose to ignore. But Mr. 
Gates' precise batting average is not 
the point. He himself said that he was 
relying on documents the CIA had 
gathered for him, because he had 
purged his mind of memories from 
those years when he left the CIA in 
1989. 

My real concern, and I think it needs 
be the Senate's concern and the coun
try•s concern. is that Mr. Gates, know
ing full well that he was hazy on these 
matters, chose to come out swinging at 
all these allegations instead of giving 
them more thoughtful consideration. 
He was willing to concede only that 
others could mispercei ve his actions
and never that he himself might have 
made mistakes. 

Mr. President, it is difficult to oppose 
as skilled and sincere a man as Robert 
Gates. He has much experience, and he 
should continue to make a real con
tribution to this country as Deputy Na
tional Sec'Q.rlty Advisor. 

I believe Mr. Gates when he says that 
he will try his best to improve on his 
past performance if we confirm him as 
CIA Director. I do not doubt that he 
has grown in the last 5 years, or that 
he has thought about the problems he 
had in the 1980's. 

But he will have no easy time trying 
to manage the CIA. Half that agency 



November 4, 1991 CONGRESSIONAL RECORD-SENATE 29869 
deals with operations, in which Mr. 
Gates has shown no particular manage
rial or leadership talents. The other 
half deals with analysis, in which Mr. 
Gates' world-view has hindered his 
management in the past and is sin
gularly inappropriate to today's post
cold war world. 

The CIA needs a leader now who can 
take it from turmoil to triumph, and I 
think Mr. Gates is the wrong person to 
whom to give that task. I will work 
with him in his new role if he is con
firmed, and I hope that the concerns 
raised in our committee's searching in
quiry will make Mr. Gates a better Di
rector of whom we can all be proud. 

Tomorrow I hope to address myself 
to another aspect of Mr. Gates' nomi
nation. 

I believe that the CIA is going to 
have some rough times, some changing 
times facing a new world in the coming 
years. We are all aware of what has 
happened in Europe, and we are all 
aware of things that are happening 
throughout the world. It is a different 
kind of world and so the CIA is going 
to have to be a different kind of body. 

The CIA is going to have to have the 
best team possible, working together 
as an integrated whole. I think there is 
a real question as to whether Mr. Gates 
is the person who can bring that agen
cy together. I will address myself to 
that subject tomorrow. For today I 
want to say that I believe there are 
better people for this important job, 
and I urge my colleagues to vote 
against his confirmation. 

The PRESIDING OFFICER (Mr. 
LIEBERMAN). The Chair recognizes the 
Senator from Rhode Island [Mr. PELL]. 

Mr. PELL. Mr. President, I have de
cided to support the nomination of 
Robert Gates to be Director of the 
Central Intelligence Agency. 

I realize he has made errors in the 
past which is why his name was with
drawn from earlier consideration for 
this most responsible position. 

I believe, though, he has learned from 
his experiences. 

He has the 11 to 4 support of the 
Oversight Select Committee on Intel
ligence. 

And, he has satisfied me in personal 
conversations and correspondence that 
he is "committed to the presentation 
of alternative or contrary points of 
view, where they may exist." 

He also agreed that "special care 
must be taken to insulate DI analysis 
from DO influence when the DO is en
gaged in a covert action or has special 
relationships that may affect its view 
of a particular situation." 

For these reasons, and on balance, I 
intend to vote for him. 

Mr. HATCH. Mr. President, I rise 
today to strongly endorse the nomina
tion of Robert Gates as the Director for 
Central Intelligence. Robert Gates is 
eminently qualified for this position, 
and has a long and distinguished career 

as a public servant spanning over two 
decades. He has worked at the CIA and 
is intimately familiar with the com
plexities of the intelligence process. He 
has also served under the tenure of 
three different Presidents at the NSC 
and demonstrated outstanding leader
ship in this capacity. Mr. President, 
Robert Gates possesses the personal in
tegrity and breadth of experience that 
the intelligence community needs at 
this crucial time. I believe that Robert 
Gates will be an excellent Director of 
the CIA, and I support his confirmation 
without reservation. 

Mr. President, I would like to express 
my concern over how this nomination 
was handled in the Intelligence Com
mittee. I believe that a number of spu
rious charges were leveled against Bob 
Gates' integrity during the committee 
hearings. I would like to take this op
portunity to address two specific 
charges that partisan critics have lev
eled against Robert Gates, and attempt 
to refute each point in turn. 

First, Robert Gates' oharacter has 
been consistently questioned because 
he served as William Casey's deputy 
and did not know about the diversion 
of Iran-Contra funds. The implicit as
sumption drawn by critics of this nom
ination is that Director Casey knew 
about the Iran-Contra affair, and con
sequently his deputy should have 
known as well. I would suggest, Mr. 
President, that this allegation is incor
rect. 

Director Casey did not run the CIA 
like a direct line organization-he pos
sessed his own distinct management 
style. He needed someone to manage 
the day-to-day operations of the agen
cy, while he took care of other busi
ness. Casey needed someone with an ex
cellent head on his shoulders who un
derstood the intelligence process, and 
who was capable of delivering a useful 
intelligence product to policymakers 
in a timely fashion. His man was Rob
ert Gates. The workload that Robert 
Gates handled as deputy certainly kept 
him occupied, and, in my opinion, ef
fectively precluded his involvement in 
the Iran-Contra affair. I believe Robert 
Gates' testimony about his lack of in
volvement in this matter. 

Mr. President, I would also point out 
that William Casey always sought to 
control access to sensitive informa
tion. William Casey realized that an in
verse correlation existed between the 
number of people with access to sen
sitive information, and the length of 
time that this information remained a 
secret. Having managed to keep Presi
dent Reagan and the Washington press 
corps in the dark about Iran-Contra for 
some time, I am confident that he 
could keep a subordinate out of the 
loop if he chose to do so. I believe that 
is precisely what occurred. He delib
erately kept Robert Gates out of the 
loop and allowed his deputy to oversee 
the agency's affairs. This would be in 

complete accordance with William 
Casey's management style and person
ality. Thus, allegations that Robert 
Gates has not been completely candid 
about his knowledge of the Iran-Contra 
affair are unfair and unjustifiable. 

A second accusation discussed fre
quently at the Senate Intelligence 
Committee hearings concerned the de
liberate slanting of intelligence infor
mation, specifically National Intel
ligence Estimates [NIE], to please ad
ministration officials. This is an ex
tremely serious allegation, but I would 
suggest that this has more to do with 
the statements of a few disgruntled 
employees jealous of Robert Gates' 
rapid advancement than a serious cri
tique of intellectual freedom at the 
CIA. 

Some members and former colleagues 
of Robert Gates, for example, suggest 
that he exaggerated estimates of So
viet military power in the 1970's and 
1980's, as well as the scope of Soviet ad
venturism in the Third World. Despite 
the unfair assertions of these critics, 
Robert Gates was correct about trends 
in Soviet defense and foreign policy 
throughout the decades of 1970's and 
1980's. The Soviet Union did represent a 
fundamental challenge to our vital 
strategic interests, and had engaged in 
a long and expensive military buildup. 
The overall portrait of Soviet military 
power that the intelligence community 
painted during this period was cor
rect-and Robert Gates was instrumen
tal in helping to draft and critique 
these lucid and timely intelligence as
sessments. The credibility of these es
timates has never been seriously called 
into question by anyone inside or out
side of the intelligence community. 
Consequently, I do not understand how 
these assessments could have been po
liticized since they represented the 
general consensus of views that were 
prevalent in the intelligence commu
nity at the time. Robert Gates should 
be commended for ensuring that these 
views were heard and understood clear
ly by policymakers because that is the 
mission of the intelligence community. 

Mr. President, I would like to observe 
that the next several years will require 
the agency to change its focus and ad
just to the emerging international en
vironment. It will usher in a period 
characterized by the rapid dissolution 
of the Soviet Union, the integration of 
West Europe, the proliferation of con
ventional and nuclear weapons in the 
Third World, environmental problems, 
large scale refugee migration, and eth
nic strife. In light of these dynamic 
changes, the CIA will require someone 
at the helm that understands the needs 
of high level policymakers, but that is 
schooled in the procedures of the intel
ligence process. The position of Direc
tor for Central Intelligence [DCI] will 
require a person with the requisite ex
perience and expertise-and not a di
rector who will have to learn on the 
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job. Robert Gates possesses these at
tributes, and I believe that he should 
be confirmed. 

Mr. PELL. Mr. President, I ask unan
imous consent to speak for 5 minutes 
as in morning business. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

SENATE RESOLUTION 213: FILLING 
THE VOID OF U.S. LEADERSIITP 
ON YUGOSLAVIA 
Mr. PELL. Mr. President, in response 

to the deteriorating situation in Yugo
slavia, the European Community has 
put the Serbian government on notice 
that Serbia must cease its aggression 
against the people of Croatia and end 
its obstruction of the EC sponsored 
peace process. 

Today, the foreign ministers of the 
EC countries are meeting in Brussels 
to discuss plans to impose sanctions 
against any republic that continues to 
stand in the way of peace. Serbia is the 
only Republic that has rejected the 
EC's latest attempts to resolve the 
conflict, and if tomorrow's talks at The 
Hague fail, the EC has threatened not 
only to impose an embargo on Serbia, 
but to bring the issue to the U.N. Secu
rity Council. Some EC members-nota
bly Germany-have urged the EC to go 
further and recognize Slovenian and 
Croatian independence should tomor
row's efforts fail. I sincerely hope that 
tomorrow's meeting at The Hague will 
produce a settlement to the Yugoslav 
conflict, but if that is not to be, I hope 
that the European Community will fol
low through on its ultimatum. 

I believe that the United States, at 
the very least, should move in the 
same direction as the European Com
munity. To date, the administration 
has balked at suggestions that we take 
the initiative, or even make proposals 
to the European Community on the 
Yugoslav issue. In recent testimony to 
the Senate Foreign Relations Commit
tee, Deputy Assistant Secretary of 
State for European and Canadian Af
fairs Ralph Johnson stressed that the 
United States was not taking the lead 
on the Yugoslav issue, but that "we 
have been supporting and intend to 
continue to support the European Com
munity's CSCE-mandated effort to 
bring about a genuine ceasefire and po
litical settlement. We believe that col
lective efforts have the best prospects 
for influencing the situation." On the 
specific issue of sanctions, Mr. Johnson 
stated: "Should the EC decide to im
pose sanctions, we would support its 
decision and work to coordinate with 
the EC to impose sanctions ourselves." 

Mr. President, it clear that the ad
ministration has not been a leader in 
bringing an end to the Yugoslav blood
bath, but I would argue that the ad
ministration has not been a very good 
follower on this issue. We do not even 
have a representative at The Hague to 
observe the EC negotiations. 

Last Friday, Senator GoRE and intro
duced a resolution that calls upon the 
United States to take decisive action if 
Serbia continues to obstruct the Euro
pean Community sponsored peace 
talks. Should the EC efforts fail, Sen
ate Resolution 213 calls for the United 
States to recognize Slovenia and Cro
atia, to impose economic sanctions 
against Serbia, and to bring the issue 
to the U.N. Security Council. Finally, I 
believe that it is important to recog
nize the historical basis for Serbian 
fears, and accordingly, our resolution 
calls for firm measures to assure the 
rights and safety of Serbs living in Cro
atia. 

Mr. President, in contrast to the ad
ministration, the Congress has been a 
strong advocate for United States ac
tion to resolve the Yugoslav crisis. In 
the Senate, we have passed several res
olutions during the past months call
ing for an end to the violence, for a ne
gotiated settlement, and for a U.S. 
leadership role. Like the European 
Community, however, many of us have 
become frustrated by Serbian intran
sigence at The Hague talks, and we rec
ognize that a coordinated and coherent 
response is needed. Senate Resolution 
213 outlines a policy that should guide 
U.S. actions in the event that The 
Hague negotiations are unsuccessful. I 
strongly support this resolution, and I 
urge · its early adoption by the Senate. 

I yield the floor. 
The PRESIDING OFFICER. The Sen

ator from Oklahoma [Mr BoREN]. 
Mr. BOREN. Mr President, I want to 

commend the distinguished chairman 
of the Foreign Relations Committee 
for the continuing contribution which 
he makes to the work of this body and 
to the interests of our country and also 
to the cause of peace and stability in 
the world, a contribution which he is 
making now with his proposal in re
gard to the situation in Yugoslavia and 
in that part of Eastern and Central Eu
rope. 

NOMINATION OF ROBERT M. 
GATES, OF VIRGINIA, TO BE DI
RECTOR OF CENTRAL INTEL
LIGENCE 
The Senate continued with the con

sideration of the nomination. 
Mr. BOREN. Mr. President, I also 

want to express my appreciation to 
him for the comments which he made 
in announcing that he will vote in 
favor of the confirmation of Robert 
Gates to be Director of Central Intel
ligence. I know Chairman PELL has 
made a very thoughtful consideration 
of all of the issues in this matter. 

I want to join with him in saying 
that I, like Senator PELL, am totally 
committed to the objectivity of the in
telligence analysis process. That is the 
heart and soul of intelligence, as I said 
earlier in my opening remarks on the 
floor today. It would be completely un-

necessary for us to spend billions of 
dollars collecting raw intelligence data 
if the analysts are going to slant the 
intelligence and simply tell the policy
makers what they want to hear. That 
can be done by one analyst and a type
writer. It would not require the im
mense amount of funds and the inten
sive effort that we make to collect in
telligence. 

I have been impressed, as has been 
Senator PELL, by the recommendations 
which Mr. Gates has made. He made 
some of these comments in public hear
ings before our committee for trying to 
change the system-he has reflected 
upon it, he has looked upon his own ex
perience-to change the system to en
sure we indeed have objective analysis 
from the intelligence community. I 
think his proposal, that we move to a 
majority and minority expression of 
viewpoints and the provision of intel
ligence analysis, much like the major
ity and minority opinions of a court, is 
a very good one. That way we will have 
crisp, clear, predictive intelligence in 
terms of the majority view and not a 
watered down, caveated product that 
General Schwarzkopf and others have 
complained about, while at the same 
time the presentation of minority 
views set forth with the reasoning be
hind those minority views will assure 
that those who do not prevail in the in
ternal debate will also have a chance to 
be heard by the policymaker. 

I think it will add to the intergrity of 
the process and protect the objectivity 
of the process in the long run. 

So I again want to thank my col
league for his comments, for his con
tribution to this process. I think, as I 
have said in the beginning, the con
firmation process is a valuable process 
because, as we raise these kinds of 
questions, we also have an opportunity 
to focus the attention of the nominees 
on areas that need improving. 

I am convinced that if Mr. Gates is 
confirmed as Director of Central Intel
ligence, he will be a better Director be
cause we have gone through the con
firmation process, because he will have 
been sensitized even further in the 
course of these proceedings to problems 
that exist in the Agency, areas that 
need improvement, and will have had 
the constructive suggestions of Mem
bers of the Senate and a constructive 
dialog with him in the course of this 
process. 

So I thank my colleague, and I want 
to pledge that as chairman of the com
mittee, if Mr. Gates is confirmed, or if, 
indeed, he is not confirmed and some
one else is placed in that position, we 
will continue-and I know the other 
members of our committee on both 
sides of the aisle share that common 
commitment-to focus upon the objec
tivity of intelligence analysis and the 
integrity of that process as one of our 
prime areas of concern. 

Mr. President, I would also like at 
this point to insert into the RECORD a 
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summary of several different estimates 
and pieces of analysis done by the 
Central Intelligence Agency over the 
last decade. I will not go into all of 
them on the floor at this time, but I 
believe that they will indicate that 
there has been a consistent and 
unequi vocable description in these 
pieces of analysis by the Central Intel
ligence Agency of the worsening failure 
of the Soviet political and economic 
system throughout the last decade. 

The question that could not be an
swered with confidence, and over which 
there was substantial debate by ana
lysts within the Soviet office, intel
ligence communities, the Government, 
and the academic community, was 
what would the outcome be when the 
seemingly inevitable crisis occurred? 
Would it result in a move backward to 
more oppressive totalitarianism or 
would it force political reforms and 
move the country in a direction of a 
more democratic process? 

Many have seized on the inability of 
the agency to answer this question in 
precise terms as a sign of failure. While 
I think there is room for criticism, I do 
not believe it would be fully fair to 
look at only one part of the equation. 
I think some of the critics have dis
missed an entire body of analysis and 
judgment which provided policymakers 
from the President to Members of Con
gress very good insight into the Soviet 
political and economic transformation 
that has occurred since Gorbachev 
came to power and very good insight 
into the nature of the problems of the 
Soviet economy. 

So while I certainly do not offer this 
evidence in the way of apologizing for 
any mistakes and errors that may have 
been made, I simply do offer it for the 
sake of inserting some balance into our 
deliberations because it is an over
statement to say that throughout the 
past decade the intelligence commu
nity has been wrong, totally wrong, 
about the impending economic and po
litical crisis in the Soviet Union. The 
record does not bear that out. There is 
room for criticism. There is also room 
for commendation in terms of the 
record of the past 10 years. 

I urge my colleagues to look at the 
balance of the full record and not just 
at parts of it that have been high
lighted by some of our colleagues and 
some in the course of the debate over 
the Gates nomination. 

Yet, let us be clear about the fact 
that the Agency has not always been 
correct about predicting outcomes. But 
contrary to the allegations of critics, 
the Agency did not miss change in the 
Soviet Union during Bob Gates' tenure 
as DDI or DDCI. His own views in no 
way impeded a heal thy and rich record 
of understanding of trends and the 
prospect for change in the Soviet 
Union. 

What I have done is go back over a 
decade and reviewed what the Agency 

has been saying about the Soviet econ
omy, defense spending, and Gorbachev. 
What follows is a recitation of quotes 
from documents that have been declas
sified by the CIA. What the documents 
show-and do so conclusively from my 
point of view, is that the Agency got it 
right, not wrong-and provided a solid 
understanding of trends in the Soviet 
Union. 

In 1979, the Agency noted the societal 
pressures building in the Soviet Union 
by stating: 

Soviet consumer discontent is growing and 
will cause the regime of the 1980's serious 
economic and political problems. * * * In 
the longer run * * * consumer dissatisfac
tion could have severe political con
sequences. The Soviet leaders can ill afford 
to ignore the material demands of their in
creasingly acquisitive society. If, as pro
jected, economic growth declines to the 
point where the regime is unable to improve 
or even maintain the current standard of liv
ing by the mid-1980's, the incidence of active 
unrest will certainly grow, forcing the lead
ership to consider a reordering of its prior
ities. 

*** National minorities, particularly in 
the Western borderlands, tend to see their 
economic woes caused by Russian exploi
tation. On several occasions in recent years, 
economic and national grievances have com
bined to produce large-scale demonstrations 
in the Baltic republics and in the Ukraine. 
The approach of "hard times" will aggravate 
ethnic conflict. * * * 

In 1981, in a study commissioned by 
the CIA entitled "Consumption in the 
U.S.S.R.: An International Compari
son" and submitted to the Joint Eco
nomic Committee, the Agency stated: 

The Soviet pattern in many respects con
forms to that in less developed countries, 
and remarkably little progress toward a 
more modern pattern has been made in re
cent decades. In this and other respects, the 
U.S.S.R. is indeed the world's most "under
developed country." *** In the U.S.S.R., 
long-continued investment priorities favor
ing heavy industry and defense, coupled with 
a rigid and cumbersome system of economic 
organization, have combined to produce a 
consumer sector that not only lags behind 
both the West and Eastern Europe, but also 
is in many respects primitive, grossly unbal
anced and in massive disequ111brium. These 
negative aspects cannot be captured in quan
titative comparisons, which as a con
sequence, overstate the level of well being in 
the Soviet Union relative to other countries. 
Progress in raising living standards is likely 
to slow to a crawl and the consumer sector 
will remain fourth class when compared with 
western economies. 

In a 1982 assessment the CIA stated: 
The Soviet Union now faces a wide array of 

social, economic and political ills, including 
general social malaise, ethnic tensions, 
consumer frustrations, and political dis
content. * ** How these internal problems 
will ultimately challenge and affect the re
gime, however, is open to debate and consid
erable uncertainty. Some observers believe 
the regime will have little trouble coping. 
*** Others believe that economic mis
management wm aggravate internal prob
lems and ultimately erode the regime's 
credib111ty, increasing the long-term pros
pects for fundamental change. 

** * Popular discontent over a perceived 
decline in the quality of life represents, in 

our judgment, the most serious and imme
diate challenge for the Politburo. 

It should be noted that this study in
corporated the results of Murray 
Feshbach's research on increasing in
fant mortality and declining life ex
pectancy in the Soviet Union. 

In a 1983 assessment the Agency stat
ed: 

Civil unrest in the Soviet Union takes 
many forms. Since 1970, intelligence sources 
report over 280 cases of industrial strikes and 
work stoppages, public demonstrations, and 
occasional violence, including sabotage, riot
ing, and even political assassination at
tempts. * * * The scope and character of popu
lar grievances that are suggested in recent 
civil unrest probably present a greater long
range challenge to the regime than the nar
rower intellect dissident movement. 

In June 1983, in another assessment, 
the CIA stated: 

Growth had been decelerating since World 
Warn and nose-dived in 1976-1982. Productiv
ity slumped even more dramatically. The 
surprising and dramatic turndown was trig
gered by a pathbreaking-but ultimately 
failed-investment decision in the 1976-1980 
Five Year Plan, but other internal and exter
nal factors also caused serious damage. 
Strenuous efforts have not halted the de
cline. Even if major systematic reforms are 
launched-and they aren't on the agenda
industrial growth and productivity will not 
rise for many years. 

In July 1983, with the Defense Intel
ligence Agency taking a dissent, the 
Agency stated: 

New evidence indicates that in at least one 
major area-procurement of military hard
war&-the Soviets have not maintained their 
past spending momentum since 1976. 

In a September 1985 assessment, the 
Agency stated: 

Economic performance has improved in re
cent years from the low levels of 197~1982, 
but the system cannot simultaneously main
tain growth in defense spending, satisfy de
mand for greater quantity and variety of 
consumer goods/services, invest amounts re
quired for economic modernization/expan
sion, and continue to support client-state 
economies. It is an open question how much 
economic improvement will occur and how 
long it can be sustained. 

On July 10, 1987, the Agency stated: 
If by next year, industrial modernization 

doesn't provide enough growth to give gener
ous investments to consumers as well as to 
defense and investment, leaders will have to 
reallocate. 

In an August 1987 assessment, the 
Agency stated: 

Even before Gorbachev took over, there 
was an emerging consensus among the elite 
that the need to revitalize the economy was 
reaching a critical stage. We expected, in the 
long-term, major problems for him because 
the system would block, not help, him; and 
he would have to deal with increased de
mands for shares of a diminishing resource 
pie. It will be a tumultuous year ahead, po
litically, in the U.S.S.R. 

In a submission to the Joint Eco
nomic Committee in September and 
October 1987, the Agency stated: 

A period of economic disruption is likely 
over the next few years, even in the best cir-
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cumstances, that would depress growth to 
less than two percent a.nd complicate the 
delicate ba.la.nce between interest groups. 
There might not be a. noticeable payoff for 
yea.rs to come. Nevertheless, there a.re good 
reasons why this program ha.s a. better 
chance than its predecessors: it is bolder, 
more comprehensive, ha.s more leadership 
commitment, a.nd better means of monitor
ing compliance. But likely gains will not 
match Gorba.chev's expectations. 

In submission to the Joint Economic 
Committee in April and June 1988, the 
Agency stated: 

We foresaw troubles for Gorba.chev-too 
few investment resources chasing too many 
needs, unrealistic growth targets, a. squeeze 
on the consumer, military expenditures a.t a. 
high absolute level, a.nd people/system prob
lems. We continue to think the outlook for 
the reform program is bleak unless a.nd until 
the Soviets deal with fundamental problems. 
Reforms a.re pointed in the right direction, 
but don't go fa.r enough. Price reform is a.t 
the hea.rt of the issue-also a.n incentive pro
gram to spur productivity. 

In June 1988, in commenting on the 
Soviet Union's economic woes, the 
Agency stated: 

The budget deficit ha.s increased dramati
cally over the last three years. It is financed 
by new money a.nd inflation is obvious a.nd 
deleterious. Gorba.chev must a.ct quickly to 
improve the quality of life because if the def
icit is not controlled, it will produce infla
tion much worse than a.t any time in the 
postwar era.. 

In the same month in 1988, the Agen
cy stated: 

Nonetheless, the meager progress so fa.r in 
the industrial modernization program, par
ticularly in machinery output, which is the 
linchpin of the plan, creates powerful incen
tives for a.t least a. short-term reduction in 
m111tary procurement and construction, a.nd 
perhaps even in the size of the active-duty 
forces. A leadership seeking ways to con
serve resources going to military would not 
be ha.rd pressed to find elements of the mas
sive Soviet military establishment that 
seem excessive in relation to "reasonable" 
security requirements, especially if more 
weight is given to political dimensions of se
curity. In deed, a. case could be ma.de-a.nd is, 
in fact, implied in the arguments of some 
writers--that defense spending could be cut 
a.t the same time the effectiveness of the So
viet m111ta.ry is improved. All of this leads us 
to conclude that-barring a. major change in 
the party leadership or in the external situa
tion-there is a. good chance that Gorba.chev 
wUl, by the end of this decade, turn to uni
lateral defense cuts. 

In March 1989 the Agency stated: 
Indeed, although clearly a. m111tary super

power, the Soviet Union ha.s a.n economy 
that in many ways is like that of a. develop
ing country. The level of per capita con
sumption in the U.S.S.R., for instance is fa.r 
below that of the developed Western coun
tries a.nd Japan. • • • The pattern of con
sumption a.nd output (also) resembles that of 
less developed nations. • • * (For example) 
the per capita. consumption of consumer du
rable resembles that of many Latin Amer
ican countries. * * * (it) wa.s more com
parable to countries such ha.s Mexico a.nd 
Brazil (in 1985). * * *The Soviet position rel
ative to the rest of the world has not im
proved over the past ten decades. * • • The 
share of agricultural output in GDP in the 

Soviet Union is similar to that in Turkey 
a.nd in the Philippines. 

GORBACHEV'S RISE TO POWER 

In evaluating Gorbachev's ascend
ancy, all of the CIA products quickly 
identified the new General Secretary as 
a vigorous, imaginative leader, both 
domestically and in foreign and secu
rity policy. His commitment to rein
vigorating the Soviet economy and re
vitalizing Soviet society-even if only 
to reestablish the credibility of the 
party and political system-were re
ported early on, as was his creative ap
proach to foreign and security policy
especially in arms control. 

But the CIA analysis also described 
the early Gorbachev to be more of a 
fixer than a true reformer; his early 
moves were unmistakenly aimed at 
making the system work, not changing 
the system. CIA reported that his ef
forts to jump start the economy 
through efficiency and improved indus
trial production would at best produce 
a short term shot in the arm, and he 
could not sustain even the sought for 
improved efficiencies while forcing the 
consumer to await any tangible bene
fits. And that when these short term 
gains puttered out, he would be faced 
with a situation even worse-in part 
from his unfulfilled promises-than his 
predecessors. And that sooner or later 
this would force him to confront the 
real problems-that dealing with a 
need to both improve consumer and so
cietal welfare while also modernizing 
the antiquated industrial base would 
bring him squarely in confrontation 
with the immense, disproportionate 
share of national wealth going to the 
military; and that the political system 
and the party machinery which pro
vided the instruments for power, that 
he was trying to revitalize, were in fact 
the chief obstacles to achieving his 
ends. 

In sum, CIA products during the first 
year of Gorbachev described clearly 
that he was a new brand of leader, com
mitted to improving the economic per
formance with a vague future promise 
that this would ultimately improve the 
social lot, but CIA also expressed skep
ticism that he could succeed without 
systemic change in the command econ
omy mechanisms and the stifling poli t
ical system, or relief from the crushing 
military burden. 

In March 1986 submissions to the 
Joint Economic Committee the CIA 
stated: 

In the absence of [a.n] upturn, however, the 
hopes for eliciting a. great work effort will 
probably plummet as general dis1llusion
ment sets in, with the population seeing 
Gorba.chev a.s no more effective than Brezh
nev or Chernyenko * * • Gorba.chev might 
permit selective utilization of private sector 
activity, particularly consumer services. 
This would require a. greater departure from 
economic orthodoxy than he ha.s indicated so 
fa.r he is willing to do. * • * Gorba.chev's ap
proach has reflected adherence to the Soviet 
model. He doesn't seem to want to change 

the model. He seems to think he can make it 
work better. In sum, we continue to believe 
that major adjustments probably will have 
to be made in Soviet economic policies, if 
Gorba.chev hopes to come close to his eco
nomic objectives. At this stage, it is too 
early to sa.y just what moves, if any, he 
would make. 

On the political side, in April 1986 the 
CIA stated: 

Gorba.chev's initial party congress effec
tively drew a. curtain on the Brezhnev era.. 
* * • but was not the decisive break some 
Soviets a.nd Western experts ha.d predicted. 
• • • For every issue moved forward a.n 
equally important question wa.s sidestepped. 
* * * Gorba.chev's a.voida.nce of potentially 
divisive issues a.t the congress was politi
cally prudent, but continued caution could 
slow the momentum he has built over the 
first year. 

In April 1986 the Agency stated: 
Gorba.chev ha.s set for himself the ambi

tious objective of reviving Soviet com
munism-by revitalizing the economy, the 
society, the ideology, and the pa.rty itself. 
The General Secretary, building on initia
tives started under Andropov, ha.s moved vig
orously to address societal and economic ail
ments confronting the regime. * * * These 
policies will increase turbulence within soci
ety a.nd the elite. Within officialdom, power
ful vested interests will attempt to slow the 
pace a.nd limit the scope of change. 

* * * Soviet leaders will face continuing 
problems throughout the 1980's and beyond. 
Soviet society problems result from fun
damental contemporary conditions that the 
regime is unable or unwilling to alter. The 
growing sophistication of consumer demand 
is a. na.tura.l consequence of the very process 
of economic modernization that the regime 
wants to further. The growing size of the 
critically thinking public is the result of ex
panded education, which is essential to the 
country's progress. The exposure of the pop
ulation to external influences is partly due 
to technological advances beyond the re
gime's control. 

It needs to be borne in mind that the 
above citations are all from products 
done in the first year of the Gorbachev 
tenure. 

In February 1987, CIA's SOVA pub
lished an assessment of the challenges 
Gorbachev would face. The key judg
ments from this study have now been 
declassified and submitted for the 
record in their entirety. 

CIA's March 1987 submission to the 
Joint Economic Committee also sums 
up much of what CIA products had said 
during Gorbachev's second year. 

The plan that wa.s [originally] submitted 
under the Gorba.chev leadership essentially 
did not change or envisage any change in the 
fundamentals of the Soviet system.*** We 
saw major problems for him* • * it was our 
view that the system he thought he could ex
ercise would, in effect, stymie him * * * he 
still ha.d not dealt with * * * the incentives 
to overcome the cynicism of a. population 
that believed it had seen this before a.nd of a. 
managerial system which had strong dis
incentives for creativity, enterprise, and ini
tiative. And * * * he ha.d to contend with a. 
large number of sinecures which had grown 
up over the last 18 years of the Brezhnev 
leadership • * * [regarding defense] there 
will come a. time in the next year or two, we 
think, when the question of cutting tools for 
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the next generation of weapons systems will 
be a serious issue, and when the debates 
begin on the next Five Year Plan. It is clear 
that the military is going to have to be dealt 
with insofar as its share of investments is 
concerned. 

And finally, the consumer is going to have 
to see some results * * * if he is going to 
have the kind of positive incentives needed. 

Gorbachev appears now to have recognized 
that he is, indeed, running into the kinds of 
systemic problems we 
anticipated * * * facing resistance and 
blockage * * * he has taken the first steps 
toward challenging some fundamental as
pects of the system. * * * This has created a 
great deal of political tension in the Soviet 
Union. 

In a July 1987 assessment CIA's Bu
reau of Soviet Affairs stated: 

Because he seems determined to protect a 
modernization program that is already un
derfUnded and because the milestones for 
fashioning the 1991-95 economic plan are fast 
approaching, Gorbachev is likely to seek 
arms control agreements in the final years of 
the Reagan Administration rather than wait 
for the next election. Moreover, the weak
nesses of the reform measures undertaken 
thus far are likely to become clearer over 
the next few years. We think Gorbachev is 
likely to move forward rather than retreat 
and push through more radical reforms so 
that they will be in place for the 1991-95 plan 
period. 

* * * Gorbachev has already asked the 
military and the population to curb their ap
petites in return for more later. If his pro
grams do not work out, other leaders could 
appeal to these constituencies. The risks in a 
more radical reform and a rewrite of the so
cial contract are that confusion, economic 
disruption, and worker discontent will give 
potential opponents a platform on which to 
stand. Gorbachev's position could also be un
dermined by the loosening of censorship over 
the written and spoken word and the pro
motion of limited democracy. If it suspects 
that this process is getting out of control, 
the party could well execute an abrupt 
about-face, discarding Gorbachev along the 
way. 

In this period from the beginning of 
Gorbachev's second year that CIA 
began to focus increasingly on the ten
sion between Gorbachev's efforts on 
the economy and outlook for the de
fense budget. An additional product, 
principally in the political sphere, 
dealt with Gorbachev's efforts to take 
back from the military and defense in
dustrial sector the control that Brezh
nev has allowed to develop. In an Octo
ber 1987 assessment CIA stated: 

Gorbachev's intention of challenging the 
military's priority status has been reflected 
in a series of actions from his first hours as 
party boss. * * * 

And, as was described by CIA, 
Gorbachev's policies toward more sys
temic change did indeed result in in
creased turbulence within Soviet soci
ety. Throughout 1987 and the ensuing 
years, SOV A turned out numerous 
products describing the rising ethnic 
and society volatility. All of these pa
pers not only analyzed specific ethnic 
hot spots but also flagged the broader 
issue of empire maintenance. 

As the summer of 1988 approached, it 
appeared that the drama whose setting 

had been laid out in the above listed 
products and other products was reach
ing a critical juncture with an upcom
ing All-Union Party Conference. This 
prospect was described in a SOVA prod
uct published in June 1988. CIA stated: 

[It) could mark a watershed in the history 
of the Soviet system. * * * Gorbachev is 
counting on the party conference to approve 
sweeping changes in the Soviet political sys
tem in order to breathe new life into his ef
forts to restructure the economy and build a 
stronger foundation for regime legit
imacy. * * * Changes under consideration, if 
successfully adopted and implemented, 
would radically alter the Soviet political 
landscape by "democratizing" the party and 
society, limiting the role of the party in day
to-day economic and social life, and opening 
the way for decentralized decision making. 

In fact, this event turned out to be 
another mixed affair. Conflicts and re
sistance were becoming entrenched and 
as had happened so often, Gorbachev 
temporized. Many of the reforms CIA 
had expected were passed, but the 
major shakeup of the party did not 
occur. But the forward leaning stance 
reflected in this attempted forecast 
shows that CIA and SOV A in particular 
was in fact looking at the prospects for 
dramatic change that would transform 
the landscape. 

And shortly, thereafter, in Septem
ber, the expected major shake up did in 
fact occur. It included not only major 
realignment of leadership personnel, 
but a restructuring of the party and 
state organs both at the center andre
gionally. The imminence of a major po
litical event had in fact been forecast 
in a SOVA paper shortly before it hap
pened, although the precise outcome 
could not be forecast. It was a clear 
move by Gorbachev to outflank the 
party and move to state organizations. 
It reflected a clear signal that he had 
given up on trying to reform the work 
through the party apparatus. A Decem
ber CIA 1988 paper described the signifi
cance of this event by stating: 

[It could) strengthen legislative institu
tions and transfer some executive powers 
from conservative and resistant party bodies 
back to the presidency * * * give greater 
priority to consumer goods and services and 
may lead to increased diversion of resources 
from military to domestic economic 
needs * * * allow more tolerance for na
tional assertiveness * * * more pragmatic, 
nonideological approaches to foreign 
affairs * * * [increased] prospects for ad
vancing 'new thinking' on national security 
issues. 

Mr. President, I will conclude by say
ing that I believe this is a rather rich 
record of publication. Notwithstanding, 
Mr. Gates's own personal views, the 
Agency demonstrated a strong under
standing of events and trends in the 
Soviet Union. It allowed policymakers 
to take the Agency's product and com
bine it with diplomatic reporting, aca
demic papers and their own personal 
prejudices to come to their own judg
ments. 

But the bottom line is the Agency 
did not miss the key events and trends 

in the Soviet Union in the 1980's. And 
whether Mr. Gates had hardline views 
or not, he did not stop the flow of inde
pendent thinking and analysis. 

Mr. BENTSEN addressed the Chair. 
The PRESIDING OFFICER (Mr. 

SIMON). The Senator from Texas is rec
ognized. 

Mr. BENTSEN. Mr. President, I shall 
vote for confirmation of Robert Gates 
as Director of Central Intelligence. I 
served on the Intelligence Committee 
from 1981 to 1989 and those were criti
cal years for the Intelligence Commit
tee. There has been a great deal of 20-
20 hindsight that has been directed 
back to· the reports that took place 
during that period of time. 

I have reviewed the report of the Se
lect Committee on Intelligence and, 
considering my observations of the 
nominee during that period of time, I 
think he has integrity and he has the 
experience and the ability to do the job 
that has to be done. I think he can hit 
the ground running. He understands 
how the agency works, and he also un
derstands there are major changes that 
have to be made to deal with the fact 
that we are moving into in a new era, 
a situation where you only have one 
superpower left in the world. 

My experience with him was that he 
cooperated with the Congress. Many 
times he told us things that there is no 
way we could have found out on our 
own. I believe he is in a position where 
he can help us in doing the critical 
oversight responsibilities that we have. 
From very extensive observations and 
frequent direct contact with Mr. Gates, 
I have firsthand knowledge of his quali
fications in his dealing with the Intel
ligence Committee. I found him con
sistently forthcoming and helpful. 

Notwithstanding his demonstrated 
competence, his confirmation hearings 
raised some questions for me, as it did 
for other Members, questions about 
whether Robert Gates had been a party 
to slanting intelligence to produce 
what his superiors wanted to hear. The 
perception has been established that 
Mr. Gates had yielded to pressures 
which always exist to produce intel
ligence to support the policy of an ad
ministration. My own careful examina
tion of the facts, however, has per
suaded me that that perception is false; 
that Mr. Gates maintained the inde
pendence of judgment that we have to 
have from the intelligence community. 

The allegations of slanting intel
ligence came primarily from people 
who were involved in analyzing Soviet 
activity in the Third World. If Bob 
Gates permitted or encouraged slant
ing intelligence to please policy
makers, one would expect to find that 
kind of evidence in other areas around 
the world. A solid test of Mr. Gates' 
record, therefore, would come from 
looking at these other issue areas. I be
lieve the factual record shows that on 
a number of significant problems, Bob 
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Gates supervised the production of re
ports or estimates that did not support 
administration policy decisions-in 
fact, in one instance went so far that 
as I understood it one of the Secretar
ies tried very much to get him dis
charged. 

In 1983, a national intelligence esti
mate judged that the prospects of 
achieving United States objectives in 
Lebanon were bleak and that was de
spite the Presidential policy decision 
to deploy Marines. Now, that is the 
last kind of intelligence report that an 
administration would want at a time 
like that. 

He also supervised the production of 
an estimate that the U.S.S.R. would 
build a pipeline into Western Europe 
despite the sanctions. Now, you re
member all the debate we had here at 
that time when President Reagan was 
trying to put sanctions on building 
that pipeline: you are going to stop the 
Russian Government from being able 
to earn hard currency by selling their 
gas through that pipeline, bringing it 
into Western Europe. Part of the re
sults of that were that the Caterpillar 
Co., for example, which was dominant 
worldwide, lost all kinds of business in 
Europe and gave the Japanese time to 
bring on a very strong competing prod
uct, to develop the economies of size, 
to develop market share, and take 
much of market share away from Cat
erpillar. 

The whole process did not work. The 
embargo did not work. The administra
tion was wrong on it. And the intel
ligence report was correct. 

Mr. Gates also supervised the produc
tion of an estimate that the U.S.S.R. 
would go ahead and implement that 
and would have the cooperation of our 
allies in the West, and that also hap
pened. 

In 1984, as Congress was debating 
United States plans to produce new bi
nary chemical weapons, Mr. Gates de
fended and published a CIA research ef
fort that concluded that the Soviets 
were not going forward with a com
parable program. That is the last thing 
the Defense Department would want to 
hear at a time like that. That is the 
last thing that an administration 
wanted to hear about the evil empire 
at a time like that. 

There are many other examples dur
ing Gates' tenure at CIA in reporting 
on El Salvador, Angola, Pakistan, the 
Philippines, as well as the Soviet 
Union where the intelligence commu
nity took stands that were unwelcome 
in the administration. 

This body of evidence has persuaded 
me that while the perceptions of slant
ing clearly existed among some ana
lysts whose ideas were rejected, the 
facts exonerate Bob Gates from those 
charges. That does not mean he was al
ways right in his own strongly held 
pronounced opinions, but his views 
were not tailored to support the wishes 

of the White House officials just be
cause it would coincide with their poli
cies. 

Nevertheless, I suspect that the con
firmation process has made Mr. Gates 
acutely sensitive to the need to deal 
with the perception as well as the re
ality of any evidence to slant intel
ligence judgments. 

Mr. President, the world has changed 
dramatically in recent months, and 
that requires the CIA and other intel
ligence agencies to change as well, so 
they can respond to the new and dif
ferent challenges that we face as a na
tion. While I support Mr. Gates and 
have high confidence in how he will 
carry out his important duties, I also 
believe that the changes required by 
new world conditions must be made 
and quickly. Fortunately, I think with 
his vast experience in the intelligence 
field, he can get that kind of job done 
and he will have broad support in the 
Congress to go ahead with the extraor
dinarily difficult job that lies ahead of 
him. 

Mr. President, I yield the floor. 
Mr. BOREN. Mr. President, I thank 

the distinguished Senator from Texas, 
the chairman of the Senate Finance 
Committee, for his comments, and also 
take this opportunity to thank him for 
his service on the Senate Select Com
mittee on Intelligence. Senator BENT
SEN was already a member of that com
mittee at the time I became a Member. 
He was senior to me as a member of 
that committee. By virtue of the fact 
that he was already chairman of the 
Finance Committee, under our rules he 
did not succeed to the chairmanship of 
the Intelligence Committee. 

I was privileged to become chairman 
of the committee. But during those 
first 4 years of my service as chairman 
of the committee, the Senator from 
Texas w~ the ranking member on our 
side of that committee. His experience, 
his knowledge, and his insight as a 
member of the Intelligence Committee 
were invaluable to me. He approached 
every issue with the same thorough
ness that he has demonstrated today in 
his analysis of the various intelligence 
estimates that were prepared during 
the time Mr. Gates served as Deputy 
Director for Intelligence of the Central 
Intelligence Agency. 

I express my appreciation to him for 
his comments today, and especially for 
his long and very valuable service on 
the Intelligence Committee. 

As we all know, it is not only a mat
ter of intellect that is important in 
making very difficult decisions on sen
sitive issues that affect national secu
rity. It is also a matter of judgment, 
balance in a decisionmaking process. 
Time after time as we tackled very dif
ficult decisions within the Intelligence 
Committee, Senator BENTSEN contrib
uted not only his keen insight but he 
contributed also his judgment, his best 
judgment about how we should pro-

ceed. On many occasions, his sugges
tions became the prevailing view of the 
committee. I appreciate very much the 
tremendous contribution which he 
made during that pP.riod of time. 

Mr. President, I have really no other 
comments to make at this time except 
I would like to insert in the RECORD 
several communications which I have 
received from others in the intelligence 
community. As has been indicated, we 
have had the testimony of Mr. 
McMahon, the former Deputy Director 
of Central Intelligence, highly re
spected in the community in favor of 
Mr. Gates. We have also had the testi
mony of Adm. Robert Inman, the 
former Deputy Director as well of the 
Central Intelligence Agency, a leading 
figure in the effort to reform the intel
ligence process. 

I have mentioned the comments 
which Congressman Edward Boland, 
the former chairman of the House In
telligence Committee authorized me to 
make in conveying the support which 
he expressed to me for Mr. Gates to be 
Director. 

I would also like to insert in the 
RECORD at this point, I will not read 
the full text, a letter from James R. 
Schlesinger, the former Director of 
Central Intelligence, former Secretary 
of Energy and Defense, who wrote to 
me on October 9. I will read a part of 
what he said. He indicated to me that 
while he was not in a position to com
ment on other issues before the com
mittee, had no detailed knowledge of 
the issues relating to Iran-Contra and 
some of the other matters, he did have 
judgments about Mr. Gates. 

He said: 
I have pondered about how I might be use

ful to the committee with respect to the 
pending nomination of Robert Gates. Though 
I have had only occasional contact with Bob 
Gates over the years, I have developed a. high 
regard for him. He has served the Nation's 
intelligence community with great dedica
tion. I believe that he knows what it is nec
essary to know-to help restructure this Na
tion's intelligence operations in the after
math of the Cold War. It is a mission he is 
well suited to perform. 

I also received a letter from William 
Webster, immediate past Director of 
Central Intelligence, on October 8 in 
which he said: 

I respectfully urge that the Senate Select 
Committee on Intelligence endorse the nomi
nation by President Bush of Robert Gates to 
be the next Director of Central Intelligence. 
I believe that Bob Gates possesses the req
uisite ability, character and experience to 
lead the Agency and the Intelligence Com
munity in the very challenging times that 
lie ahead. I believe he can and will engender 
the indispensable trust that can only be 
earned through performance and maintained 
by accountability. 

I also received a letter on October 7 
from another former Director of 
Central Intelligence, Mr. Richard 
Helms. Again, I will not read the full 
letter at this point, but it says: 

DEAR MR. CHAIRMAN: This letter is to en
dorse the nomination of Robert Gates to be 
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Director of Central Intelligence, a position 
he would hold "at the pleasure of the Presi
dent of the United States for the time 
being." 

If confirmed by the Senate, Mr. Gates 
would be the first Director to have risen 
through the ranks of the Intelligence Direc
torate at the Central Intelligence Agency. 
This is the moment in history when such an 
appointment is indicated. Intelligence analy
sis is after all the core of the CIA's mission, 
as prescribed in the National Security Act of 
1947. In addition, Mr. Gates has twice served 
in the White House, once on the NSC staff-

Which of course was under President 
Carter-
and now as Deputy Assistant to the Presi
dent. 

Under President Bush-
From this experience he has had a unique op
portunity to learn at first hand what the 
President and his staff require in the way of 
intelligence background. And I might add, 
this constitutes a significant asset which no 
other Director has enjoyed. On top of this 
Mr. Gates knows the entire Intelligence 
Community, how it operates, the quality of 
what it produces. This means that in 
reorienting the U.S. intelligence apparatus 
in the world conditions created by the end of 
the Cold War, he would be able to "hit the 
ground running." No training or indoctrina
tion process would be necessary. 

Also, I received a letter from another 
who is recognized as a leader for reform 
for oversight-for making sure that the 
intelligence community operates with
in the law, the spirit of the law, and 
within American values. This is Wil
liam Colby, who was Director of 
Central Intelligence from 1973-76. 

Mr. Colby writes in part: 
Mr. Gates is superbly qualified for the post 

from his experience and performance as a ca
reer officer of the Agency, as its Deputy Di
rector and as an officer and Deputy at the 
National Security Council. He has an excep
tional record of service in the structure in 
which he will work as Director of Central In
telligence. 

Mr. Gates will be the first Director with 
intelligence experience who will come from 
the analytical element of the Agency, his 
predecessors all having had operational expe
rience. This is an important symbolic step, 
reflecting the true analytical "center" which 
lies at the heart of Central Intelligence, 

I hope the committee and the full Senate 
will fully support his confirmation. 

Mr. President, I ask unanimous con
sent that the full text of these letters 
from previous Directors of Central In
telligence be printed in the RECORD. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

WASHINGTON, DC, October 7, 1991. 
Hon. DAVID L. BoREN, 
Chairman, Senate Select Committee on Intel

ligence, Washington, DC. 
DEAR MR. CHAIRMAN: This letter is to en

dorse the nomination of Robert Gates to be 
Director of Central Intelligence, a position 
he would hold "at the pleasure of the Presi
dent of the United States for the time 
being." 

If confirmed by the Senate, Mr. Gates 
would be the first Director to have risen 
through the ranks of the Intelligence Direc
torate at the Central Intelligence Agency. 

This is the moment in history when such an 
appointment is indicated. Intelligence analy
sis is after all the core of the CIA's mission, 
as prescribed in the National Security Act of 
1947. In addition, Mr. Gates has twice served 
in the White House, once on the NSC staff 
and now as Deputy Assistant to the Presi
dent. From this experience he has had a 
unique opportunity to learn at first hand 
what the President and his staff require in 
the way of intelligence background. And I 
might add, this constitutes a significant 
asset which no other Director has enjoyed. 
On top of this Mr. Gates knows the entire In
telligence Community, how it operates, the 
quality of what it produces. This means that 
in reorienting the U.S. intelligence appara
tus in the world conditions created by the 
end of the Cold War, he would be able to "hit 
the ground running." No training or indoc
trination process would be necessary. 

Mr. Gates has endured intense scrutiny by 
the Senate during the confirmation hearings. 
He has been under the press microscope as 
well. If he had rough personality edges be
fore, this experience would most likely 
knock them off. 

On Sunday, October 6, Mr. Harry Rowen 
wrote an excellent article in support of Mr. 
Gates. I enclose a copy with this letter. But 
I particularly want to draw attention to one 
sentence and to underline it: "There has 
been too much time spent in the past week 
on flimsy charges about political intrusions 
on the purity of the analyses and much too 
little about how to get better work done." As 
Director of Central Intelligence for six and a 
half years and Deputy Director for fourteen 
months, I had ample opportunity to learn 
about political pressure and the 
unpopularity of intelligence analysis which 
does not support Administration policy. 
Those issues, important though they are, 
dwarf beside the problems of fashioning ob
jective analysis designed to help the Presi
dent and of predicting the course of events in 
a reasonably accurate way. Mother Nature 
did not give man the gift of prescience. Intel
ligence officers strive valiantly to remedy 
that oversight, but they are often wrong. Mr. 
Gates, I believe, would give the solution of 
these many problems an intelligent, aggres
sive, and hard-working effort. He is well 
equipped to do this. 

Sincerely yours, 
RICHARD HELMs. 

LAW OFFICES OF DoNOVAN LEISURE, 
RoooVIN, HUGE & SCHILLER, 

Washington, DC, October 7, 1991. 
Hon. DAVID L. BoREN, 
Chairman, Select Committee on Intelligence, 

U.S. Senate, Washington, DC. 
DEAR MR. CHAIRMAN: Please allow me to 

express my full support for the confirmation 
of Mr. Robert M. Gates to become Director of 
Central Intelligence. 

Three reasons fully warrant this confirma
tion: 

1. Mr. Gates is superbly qualified for the 
post from his experience and performance as 
a career officer of the Agency, as its Deputy 
Director and as an officer and Deputy at the 
National Security Council. He has an excep
tional record of service in the structure in 
which he will work as Director of Central In
telligence. 

2. President Bush has full confidence in 
him from their many years of working to
gether. This is a very important consider
ation in the performance of the duties he 
will have. 

3. Mr. Gates will be the first Director with 
intelligence experience who will come from 

the analytical element of the Agency, his 
predecessors all having had operational expe
rience. This is an important symbolic step, 
reflecting the true analytical "center" which 
lies at the heart of Central Intelligence, but 
it is also an important recognition that the 
main challenges of the post-Cold War world 
will lie in analysis of the masses of informa
tion that new open world will provide. 

I hope the Committee and the full Senate 
will fully support his confirmation. 

Respectfully, 
WILLIAM E. COLBY, 

Director of 
Central Intelligence (197~76). 

BETHESDA, MD, October 8, 1991. 
Hon. DAVID L. BoREN, 
Chairman, Senate Select Committee, Committee 

on Intelligence, Washington, DC. 
DEAR MR. CHAIR.MAN: I respectfully urge 

that the Senate Select Committee on Intel
ligence endorse the nomination by President 
Bush of Robert Gates to be the next Director 
of Central Intelligence. 

I believe that Bob Gates possesses the req
uisite ability, character and experience to 
lead the Agency and the Intelligence Com
munity in the very challenging times that 
lie ahead. I believe he can and will engender 
the indispensable trust that can only be 
earned through performance and maintained 
by accountability. 

Bob's confirmation process has been rigor
ous, and as I watched and read about it I 
asked myself whether I had learned anything 
which would alter my support for Bob as 
D.C.!. The short answer is that I did not. But 
knowing Bob as I have for many years, and 
working closely with him these past four, I 
am convinced that the concerns expressed by 
some will be a challenge to him and that he 
will be an even better D.C.!. in consequence 
of them. In his testimony before your Com
mittee, Bob has endorsed the important 
standards of trustworthiness, objectivity, 
nonpol1cy-making and relevance for the 
Agency and the community, and I have every 
confidence he will apply those standards suc
cessfully throughout his tenure should the 
Senate see fit to confirm him. 

Sincerely, 
WILLIAM H. WEBSTER. 

WASHINGTON, DC, October 9, 1991. 
Hon. DAVID L. BoREN, 
Chairman, Senate Select Committee on Intel

ligence, U.S. Senate, Washington, DC. 
DEAR SENATOR BOREN: I have pondered how 

I might be useful to the Committee with re
spect to the pending nomination of Robert 
Gates to be Director of Central Intelligence. 
Though I have had only occasional contact 
with Bob Gates over the years, I have devel
oped a very high regard for his intelligence, 
his ability, his forcefulness. He has served 
the nation and the intelligence community 
with great dedication. I believe that he 
knows what it is necessary to know-to help 
restructure this nation's intelligence oper
ations in the aftermath of the Cold War. It is 
a mission he is well suited to perform. 

Yet, regrettably, I am not in a position to 
comment on those other issues that have ab
sorbed much of the Committee's attention
what Bob Gates may have known or may 
have done during the eightie&-since I have 
no direct knowledge about such matters. 
Therefore, on those issues I myself can shed 
little light for the Committee-though I be
lieve that some of the assertions made about 
supposed slanting simply ignore the inherent 
difficulties in running an intelligence orga-
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nization and in providing finished intel
ligence. 

Yours sincerely, 
JAMES SCHLESINGER. 

Mr. BOREN. Mr. President, I also 
want to insert in the RECORD another 
letter from a person for whom those of 
us who have had experience in the na
tional security community in the area 
of both defense and intelligence have 
profound respect. This is from Vice 
Adm. E.A. Burkhalter, Jr., U.S. Navy 
(Retired). 

Admiral Burkhalter was the Chief of 
Naval Intelligence. From October 1982 
until September 1986, he was Director 
of the Intelligence Community Staff. 

During that period of time, he 
worked very closely with Mr. Gates as 
a professional peer when he was Deputy 
Director for Intelligence and the re
porting senior for the National Intel
ligence Council. 

Admiral Burkhalter writes in part
and I want to quote just a portion of 
his letter, as I know he was known to 
many of us-I see the distinguished 
ranking member of the Armed Services 
Committee is now present on the floor. 
I know he is well aware of the long 
work of Admiral Burkhalter in the na
tional security field and I want to 
quote. 

Mr. WARNER. Mr. President, that is 
correct. I have known him for many, 
many years and worked with him. 

Mr. BOREN. I want to mention one 
comment and then I will yield the 
floor. He said-this letter was written 
on October 16: 

In observing the comments of the various 
analysts who appeared before you, I would 
submit that although Mel Goodman and Hal 
Ford are certainly credible analysts and men 
of integrity, they never rose in the positions 
of responsib111ty held by Larry Gershwin and 
Graham Fuller, who both were eminently re
spected within the Intelligence Community. 
John McMahon and Admiral Bob Inman, two 
of my fonner bosses, appeared before the 
SSCI to give strong support to Bob as the 
DCI, and I concur with their views expressed 
to the Committee regarding Bob's qualifica
tions. Having worked with Bob Gates closely 
for four years, I found him to be a man of in
tegrity and one who was respected through
out the Intelligence Community. He is a pro
fessional who knows the national security 
process, and I am confident that he can 
adapt and make the changes required in this 
dynamic time to make our intelligence appa
ratus responsive to new and emerging re
quirements. Finally, he has the confidence of 
the President which is a most important fac
tor for the DCI. 

I therefore strongly endorse Bob as the 
DCI, and I urge you to vote in the affirma
tive for his nomination.-

This is a letter directed to me prior 
to our vote.-
I would be pleased to expand on any of my 
views to you if you should so desire. 

Very sincerely, 
E.A. BURKHALTER, Jr., 

Vice Admiral, USN (Ret.). 

I ask unanimous consent that the 
letter from Admiral Burkhalter be 
printed in the RECORD. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

BURKHALTER ASSOCIATES, INC., 
Washington, DC, October 16,1991. 

Senator DAVID L. BOREN, 
U.S. Senate, 
Washington, DC. 

DEAR SENATOR: I wanted to give you my 
personal views on the nomination of Bob 
Gates to be the Director of Central Intel
ligence and also comment on the recent de
bate on analysis as it was viewed by myself 
on television and reported in the newspapers. 

As you will recall, from October 1982 until 
September 1986 I was the Director of the In
telligence Community Staff. During that pe
riod of time, I worked very closely with Bob 
Gates, first as a professional peer when he 
was the Deputy Director for Intelligence at 
CIA and the reporting senior for the Na
tional Intelligence Council, and subse
quently during the last year of my tenure as 
the Deputy Director of Central Intelligence. 
During that period when he was the DDI, I 
observed that Bob, contrary to some of the 
statements provided to you during your 
hearing, encouraged divergent views in the 
analytical process. At the same time I know 
he was a tough task master on both himself 
and his people. 

Regarding the National Intelligence esti
mate process, I would like to observe that 
the National Intelligence Council was a sepa
rate entity from the Central Intelligence 
Agency although Bob had the ultimate re
sponsibility for the analysis of both organi
zations. However, each National Intelligence 
estimate that was prepared had to be re
viewed by the National Foreign Intelligence 
Board, and frequently the author of this doc
ument was from one of the other intelligence 
agencies and not the CIA. I sat in on almost 
all of the National Foreign Intelligence 
Board meetings as an observer when these 
estimates were reviewed. I can never recall a 
single instance in which I felt that Bob 
Gates was trying to either unduly influence 
the estimate or attempting to politicize it 
for whatever reason. Bob expressed his views 
forthrightly, but so did every other member 
of the National Foreign Intelligence Board, 
and at times those views might have been at 
variance to those of Bob's. Nevertheless, he 
always accepted the outcome of those meet
ings in which the NIE was fonnally adopted 
and then supported that estimate's views. He 
upheld that same philosophy during his ten
ure as the DDCI. 

During the last eight months of my time 
as the Director of the Intelligence Commu
nity Staff, Bob was my boss, having relieved 
John McMahon as the DDCI. At no time dur
ing that period did Bob try to exercise any 
kind of undue persuasion on me or politicize 
anything that I might be doing. On the con
trary he felt so strongly about the role of 
analysis that he recommended one of his top 
analysts to assume the duties as the Direc
tor of the Imagery Requirements and Exploi
tation Committee, better known as the 
COMIREX. I readily accepted this nomina
tion, and Bob's nominee has served with dis
tinction and respect in that position for the 
past five years. 

In observing the comments of the various 
analysts who appeared before you, I would 
submit that although Mel Goodman and Hal 
Ford are certainly credible analysts and men 
of integrity, they never rose to the positions 
of responsib111ty held by Larry Gershwin and 
Graham Fuller, who both were eminently re
spected within the Intelligence Community. 
John McMahon and Admiral Bob Inman, two 

of my former bosses, . appeared before the 
SSCI to give strong support to Bob as the 
DCI, and I concur with their views expressed 
to the Committee regarding Bob's qualifica
tions. Having worked with Bob Gates closely 
for four years, I found him to be a man of in
tegrity and one who was respected through
out the Intelligence Community. He is a pro
fessional who knows the national security 
process, and I am confident that he can 
adapt and make the changes required in this 
dynamic time to make our intelligence appa
ratus responsive to new and emerging re
quirements. Finally, he has the confidence of 
the President which is a most important fac
tor for the DCI. 

I therefore strongly endorse Bob as the 
DCI, and I urge you to vote in the affirma
tive for his nomination. I would be pleased to 
expand on any of my views to you if you 
should so desire. 

Very sincerely, 
E.A. BURKHALTER, Jr., 

Vice Admiral, USN (Ret.). 

Mr. WARNER addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Virginia is recognized. 
COMMENDATION OF COMMITTEE LEADERSHIPS 
Mr. WARNER. Mr. President, at this 

time I would like to give my remarks 
on behalf of this distinguished public 
servant whom I have known and 
worked with for well over a decade 
now. 

But prior thereto I want to pay my 
respects to my good friend and col
league from Oklahoma, the chairman 
of the committee, together with the 
distinguished ranking member, Mr. 
MURKOWSKI, of Alaska. 

They have provided leadership, and 
this nomination will be the result of 
the leadership that they have provided 
together with the backup of the ex
traordinary staff, both the majority 
and the minority. We have very little 
distinction between the staffs on our 
committee. They work together hand 
in hand. 

I want to salute the Chairman. He 
has done a very thorough job on this. 
He presided over all of the hearings. I 
have been present, I think, every single 
day of the 10 days on which our com
mittee held these hearings. I have 
watched him, and the manner in which 
he has made certain that all wit
nesses-whether in support or those 
that have a dissent to cast-were care
fully, courteously, and fully heard. And 
once their testimony was made a part 
of the record, then under his direction, 
and that of Senator MURKOWSKI, the 
record was surveyed very carefully. 

So I want to pay my respects to my 
chairman and all members of the com
mittee. 

I think our committee can look back 
on this nomination process with a 
sense of pride. We have done it, as we 
are required under the Constitution, 
and we have done it thoroughly and 
well. 

The committee has held hearings on 
10 days and some 21 w1 tnesses, 2,500 
pages of testimony. And since the 
President nominated Mr. Gates, our 



November 4, 1991 CONGRESSIONAL RECORD-SENATE 29877 
staff has reviewed thousands of docu
ments and interviewed dozens of indi
viduals, many of them who did not ap
pear before the committee. 

I think our committee has covered 
every issue, including Mr. Gates' views 
on intelligence, his relationship with 
the charismatic and colorful-Bill 
Casey; and his former performance in 
high level positions in the CIA before 
he came up for this nomination. 

We have gone over all of this, his in
volvement and noninvolvement, in the 
Iran-Contra scandal-as well as his in
volvement in the analytical process, 
the question about the cooking of the 
books. I personally looked over much 
of the record, and listened to the wit
nesses. I did not find any evidence that 
would give rise to an allegation of 
cooking the books. 

But nevertheless, there were those 
who felt that he had indulged in that 
practice and, as a consequence, we very 
carefully considered their statements 
and viewpoints. 

On the whole, the process has been 
fair, thorough, and, as I say, I think 
the committee can look back as to 
having done its work in a very credible 
fashion. 

Mr. Gates is, indeed, in my judg
ment-and I say this with tremendous 
enthusiasm-highly qualified to be the 
next Director of the Central Intel
ligence. His detractors cast a dissent
ing voice, and stated that he knew 
more about the Iran-Contra episode 
than he admits and that he failed to 
forcefully bring his concern about 
CIA's involvement to the attention of 
his superiors. These views were care
fully considered and weighed by the 
committee. 

Bob Gates gave a candid rebuttal, in
cluding not only his opening state
ment, but his subsequent appearances 
before the committee. Indeed, there 
was an admission that in hindsight he 
could have perhaps done things dif
ferently, particularly during the Iran
Contra period. 

There is not one in this Chamber who 
given the opportunity to go back over 
his or her record would not likewise, I 
think, look upon a certain chapter in 
their public careers and say perhaps we 
could have acted more wisely. 

At the same time, it must be stressed 
that he did make his superiors both in 
CIA and the White House aware of po
tential wrongdoing in the Iran-Contra 
period. He did that in a very timely 
fashion, as he became aware of it him
self. 

Overall, the picture we have based on 
his testimony and that of others and 
former distinguished senior intel
ligence officials such as Admiral 
Inman, John McMahon, is one of a very 
thoughtful man. 

Bob Gates is a very thoughtful man, 
an honest man, an experienced official, 
a good analyst, a no-nonsense manager, 
and a man with a vision of the future 

direction of the role of U.S. intel
ligence. 

I am particularly impressed with his 
recognition that U.S. intelligence must 
redirect its focus, its resources, its sup
port to tackle the two most important 
problems facing the security of this 
Nation. These are the proliferation of 
weapons of mass destruction, and the 
need to help equip our citizens to com
pete in an increasingly unfriendly glob
al economic environment that is clos
ing in all around us. 

In the area of economic intelligence, 
it is important that the CIA perform 
its role carefully, less as a spy role, 
more of a role just in keeping the 
President, the members of the Cabinet, 
the senior officials of this Government, 
and Members of the Congress fully in
formed on what other nations are doing 
and how they are daily endeavoring to 
get so many of our economic secrets 
away from this country and use it for 
their own benefit. 

We cannot rely on the honesty of for
eign governments or foreign firms. We 
simply have to have within our Gov
ernment structure adequate protec
tions. We must monitor the flow of 
technology and equipment, protect 
trade secrets and patent rights, and 
block illegal trading practices. 

Bob Gates, in direct response toques
tions by this Senator and others during 
the course of the hearings, and indeed 
in his opening and closing statements, 
made reference to the economic pro b
lems facing this Nation and the role of 
the CIA to help ameliorate them. He 
has given us the assurance of his deep 
attention to these subjects. He has in
dicated he will work closely to support 
the key policy elements of our Govern
ment in these areas: Department of De
fense and State against the prolifera
tion of mass weapons of mass destruc
tion; the Departments of State, Com
merce and Treasury, as well as a Cus
toms Bureau, as it relates to economic 
intelligence. 

I want to stress one additional and 
very important point. Along with his 
other attributes, Mr. Gates has the 
confidence of the President of the Unit
ed States. In his effort to reshape U.S. 
intelligence for the 1990's and make in
telligence a more powerful voice 
throughout the U.S. Government, there 
can be no greater asset than to have a 
trusted and respected working rela
tionship between the Director of the 
CIA and the President of the United 
States. 

While the Director of Central Intel
ligence has broad responsibilities, his 
most important mission is to provide 
direct intelligence and support on a 
daily basis to the President of the 
United States. Their personal relation
ship is as important as their profes
sional relationship. Here Mr. Bush, our 
president, has worked with Bob Gates 
over many, many years. He respects 
him, and he has steadfastly, through-

out this nomination process, supported 
him; he has not waivered at any time. 

He made it clear to all concerned, 
and most particularly the Senate of 
the United States, that Bob Gates was 
his personal choice, after a great deal 
of reflection. He noted that having 
been Director of Central Intelligence 
himself-he was the first President in 
the history of this country to have 
served in that office-that he under
stood the mission of the CIA and the 
related intelligence agencies. He was 
imminently qualified to select Bob 
Gates to be the Director of the CIA. 
That weighed heavily with this Sen
ator. 

Consequently, I think we should pay 
particular attention to the fact that 
the President-again, the first Presi
dent to have been Director of the 
Central Intelligence Agency-person
ally chose Robert Gates as the man to 
run the overall Intelligence Agency. 

Our country asks much of the intel
ligence community and its next Direc
tor. Bob Gates has the confidence of 
the President and the opportunity to 
visit with him at any time. Mr. Gates 
feels that it is necessary that the anal
ysis, not only of the CIA but other re
lated intelligence agencies, be made 
known to the President. 

That should give a certain sense of 
pride to the employees of the CIA and 
other agencies to know that their boss, 
Robert Gates, will take their analysis 
and that it will reach the President, be 
carefully assessed, and indeed provide 
the foundation for many of the deci
sions which have to daily be made by 
our Government. 

Bob Gates, having the confidence of 
the President, will again earn the re
spect and admiration, trust and con
fidence, of all of the intelligence agen
cies throughout the world. This is ab
solutely essential, if he, as Director of 
the CIA, is to fulfill his position. 

We must do this at a time when the 
intelligence budget will shrink. The 
country will require a better organized, 
more cohesive intelligence community 
as a result. This is a time for vigilance, 
excellence, and in short, a time for 
leadership. 

Mr. President, unequivocally, in this 
Senator's judgment, Robert Gates pro
vides these characteristics. I will, with 
enthusiasm, vote for this nominee. 

I yield the floor. 
Mr. EXON address the Chair. 
The PRESIDING OFFICER. The Sen

ator from Nebraska. 
Mr. EXON. Mr. President, in nomi

nating Robert Gates to be the Director 
of the Central Intelligence Agency, the 
President has selected a man of high 
qualifications. He has 25 years with the 
CIA and other related agencies, related 
to national security and defense issues, 
and is a man who obviously knows the 
CIA from the inside and out. He is a 
dedicated and hardworking follower of 
every supervisor that he has served. 
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Robert Gates has earned the con

fidence of Presidents, and those who 
worked for Presidents. His record is re
plete with a broad array of dedicated 
national security work and analyses. 

His smarts as an inside operator for 
the top decisionmakers are well-estab
lished in shaping national defense and 
national security. He has faithfully 
served this President since 1989, as the 
Assistant to the President for National 
Security Affairs. 

While these credentials are outstand
ing, I might say that we should take a 
look. With that impressive resume, he 
should be confirmed; right? No way. 
And it is wrong. 

While his credentials are outstand
ing, any objective review of the testi
mony would have raised serious doubts 
about his moving to the top position in 
the CIA. If the hearing record shows 
anything conclusively, it demonstrates 
an individual who has performed in at 
least some circumstances, at a mini
mum, in less than a candid manner. It 
shows lack of proper assessment in key 
areas. 

It demonstrates a lack of forcefulness 
for what was right at times or a tend
ency to simply "look away" when 
knowledge of possible inappropriate or 
outright illegal activities were con
templated or performed within the 
agency where he held high responsibil
ities and obligations. 

His career, regrettably, took a sad 
wrong turn when President Reagan 
nominated, and we confirmed, his cam
paign manager, of all people, to be 
head of the CIA. Mr. President, the 
true story may never fully be known, 
but there is little that one could con
jure up that William Casey would not 
at least be capable of, whether he car
ried them out or not. 

The brilliant and capable Robert 
Gates is certainly not a shining star in 
this troubled period, because he looked 
but did not act, and, therefore, I con
clude he is not the person to step into 
the directorship. 

In a dramatically changing world, a 
happening clearly missed by the CIA, 
at the costs of fears and multibillions 
of dollars in expenditures, the CIA de
mands a new director without ties 
within this highly important agency. 

It must be recognized, and I strongly 
feel, that the budget of the CIA and 
their sister agencies must be slashed. 
What are their present annual expendi
tures? Well, Mr. President, as you 
know, that is classified, but I have seen 
a published report that, without any 
backup, indicates it is about $30 billion 
a year. That is $30 billion a year, Mr. 
President, just in case someone might 
misunderstand my remarks. At least 
that is what was alleged in a printed 
article. 

I believe that Robert Gates is not 
now the individual for that job, despite 
what I consider a record of some sig
nificant accomplishments. He is a cas-

ualty of the Reagan-Casey years, as un
fortunate as that might be for a dedi
cated and brilliant practitioner of the 
art of intelligence. 

Mr. President, I will cast my vote in 
the negative. 

Mr. President, I suggest the absence 
of a quorum. 

The PRESIDING OFFICER. The. 
clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. BOREN. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

MORNING BUSINESS 
Mr. BOREN. Mr. President, I ask 

unanimous consent that there be a pe
riod for the transaction of morning 
business with Senators permitted to 
speak therein. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

TRIBAL-STATE TAX 
APPORTIONMENT AGREEMENTS 
Mr. BINGAMAN. Mr. President, 

today I rise to bring to the attention of 
my colleagues a problem that has gone 
unresolved for too long, a problem for 
which I believe a logical solution ex
ists. I speak of the problem of dual tax
ation of energy and mineral resources 
on tribal lands. It is a problem which 
affects tribes, States, and also the Na
tion. 

Considerable wealth in the form of 
mineral and energy resources exists on 
many of the tribal reservations in this 
country. Many of these resources go 
unexplored or untapped, not by design 
nor lack of interest, but because of the 
tax situation. Dual or double taxation 
exists because both tribes, and the 
States within which their reservations 

·are located, have the authority to tax 
energy and mineral development ac
tivities of nontribal entities. In most 
cases, both tribes and States choose to 
exercise their authority. The result is 
that taxes on mineral development on 
the tribal lands are substantially high
er than on nearby nontriballands. This 
higher tax rate discourages industry 
from pursuing resource development 
within the tribal boundaries, and 
translates into significant losses of 
revenue for tribes and States alike. 

Mr. President, at a time when the 
Nation's economy is in trouble, when 
we seem to be unable to control the 
growth of the Federal deficit, we 
should remove obvious barriers to eco
nomic development in any part of this 
country. We particularly need to be 
concerned about the inadequacy of the 
economic bases on many tribal reserva
tions and the attendant unemployment 
and social problems which now must be 
addressed through Federal assistance 

programs. Dual taxation now acts as a 
barrier to the mineral and energy de
velopment which will move many 
tribes toward self-sufficiency. 

Mr. President, we also cannot lose 
sight of a related problem-our energy 
security, or the lack thereof. For our 
oil imports to continue to rise is unac
ceptable. Fostering the development of 
domestic energy resources is one way 
to help reduce oil imports. We cannot 
allow dual taxation to continue to 
stand in the way of the development of 
key domestic reserves. 

Let us be realistic about the prob
lems we face. Domestic energy re
source exploration and development 
are flagging. World oil prices are low 
and likely to remain so. The declining 
productivity and, in some cases, mar
ginal quality of our domestic oil and 
gas reserves in such a market make ex
ploration and development unattrac
tive. The financial risk associated with 
these developing domestic resources 
has increased; industry is reluctant to 
invest. The situation is exacerbated on 
tribal lands where the dual tax burden 
may make the difference between a 
company's choosing to invest or not. If 
the tribes are to attract investment by 
non-Indian companies, taxes on tribal 
lands will have to be comparable to 
taxes elsewhere within a State. 

There are several ways to realize 
comparable tax rates. One would be for 
either a State or a tribe to choose not 
to impose taxes. Again, let us be realis
tic-for most tribes and States, this is 
not a viable option. Another option 
would be for the Federal Government 
to provide tax relief through some form 
of tax credits-an easy solution per
haps, but a difficult one to enact. The 
exploding Federal deficit alone makes 
such an approach difficult. In my view 
there is another option which may 
prove to be more practical. 

I know most of my colleagues are 
aware that the courts have ruled that 
both State and tribal governments 
have the right under current law to im
pose taxes on business and facilities on 
tribal lands which are owned by 
nontribal individuals or entities. We 
also must recognize that States and 
tribes both provide services to tribal 
members and nontribal residents on 
the reservations. Both have a need to 
raise revenues to provide those services 
and taxing energy and mineral re
sources is one means of doing so. The 
other key consideration is that both 
the tribes and States have a stake in 
seeing that economic development 
takes place on the reservations. An ob
vious option would be for States and 
tribes to agree to share tax revenues. 

The idea of sharing tax revenues is 
not new and has been applied else
where. It seems to be appropriate for 
energy and mineral development as 
well. Very recently, the National In
dian Policy Center published a paper 
entitled "Resolving Tribal State Tax 
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Conflicts." The authors make the point 
that neither side benefits when litiga
tion, with its adversarial postures, is 
used as the tool for resolving conflicts 
between tribes and States. A more ef
fective means of resolving conflicts, 
they maintain, is to discuss and de
velop mutually beneficial agreements. 
I agree with this view. Cooperation is 
the key. 

Mr. President, if the issue of dual 
taxation can be resolved, the economic 
development which follows will benefit 
all parties. Accordingly, I am putting 
into the RECORD a draft of legislation 
which is entitled "The Tribal-State 
Tax Apportionment Agreement Act of 
1991." I hope it will serve to stimulate 
a dialog on this important issue. I have 
asked the Joint Committee on Tax
ation to review the draft bill. I also 
urge my colleagues and interested par
ties to review it and comment. I do not 
plan to introduce this legislation until 
I have had a chance to receive andre
view those comments. 

The Tribal-State Tax Apportionment 
Agreement Act would encourage tribes 
and States to use a cooperative ap
proach to resolve their energy tax con
flicts. It provides a mechanism by 
which tribes and States can negotiate 
agreements apportioning energy and 
mineral development taxes. The bill 
does not dictate the terms of, nor a for
mula for, apportioning taxes. Rather, 
recognizing that there is considerable 
variation in economic situation and 
tax structure from State to State and 
reservation to reservation, the bill 
would allow a fair amount of latitude 
in the terms so that the participants 
could tailor an agreement to their own 
situation. Such legislation would not 
require that States and tribes nego
tiate agreements if both are satisfied 
with the existing tax structure. How
ever, if either a tribe or State is inter
ested in an agreement, the other party 
would be obligated to enter into nego
tiations. 

Mr. President, the time has come to 
begin the dialog on dual taxation. I ex
pect that all interested parties will 
have comments and concerns. We need 
to consider them all. Delaying the dis
cussion gains nothing. The Congress 
needs to hear the views of those in
volved. I am confident we will find 
there is much common ground. 

Economic development in tribal 
lands and encouragement of domestic 
energy production are two pressing is
sues for this Nation. The Tribal-State 
Tax Apportionment Agreement Act or 
similar legislation could further our 
goals in both areas. I ask my col
leagues to give serious consideration to 
my proposed solution. The next step 
will be to continue the discussion with 
representatives of States and the 
tribes. 

I have summarized the key provi
sions of the legislation separately. I 
ask unanimous consent that the sum-

mary and the draft legislation be in
cluded in the RECORD. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

PROPOSED TAX APPORTIONMENT BILL 

Purpose: Provides a mechanism by which 
States and Tribes may develop tax appor
tionment agreements for non-Indian owned 
businesses engaged in energy and mineral re
source development on Indian lands. 

SECTION 1-FINDINGS 

Cites tribal authority and need to tax, neg
ative impact of dual state and tribal tax
ation on mineral development on tribal 
lands, and suggests apportionment agree
ment take into account tha.t both states and 
tribes provide government services to resi
dents on tribal reservations. 

SECTION 2---DEFINITIONS 

SECTION 3-REQUEST FOR NEGOTIATIONS 

Either a. state or a tribe may request the 
other to enter into negotiations for develop
ing an apportionment agreement. Within 60 
days after receiving a written request from 
one party, the other is authorized to enter 
into negotiations. 

SECTION 4-CONTENT OF THE AGREEMENT 

Content of the agreement is not prescribed, 
but provisions which might be included in 
the agreement, are suggested: 

(A) General provision&-
(!) apportionment of taxes between the 

state and the tribe, 
(2) tax rates, 
(3) collection and administration of such 

taxes, 
(4) government services provided by the 

state and the tribe to Indians and non-Indi
ans residing on tribal lands, and 

(5) resolution of disputes relating to such 
taxes. 

(B) Enforcement provisions. 
SECTION r-.JURISDICTION OF U.S. COURTS 

This section describes procedures should 
the tribe and the state be unable to reach 
agreement. Specifically: 

U.S. district courts ha.ve jurisdiction over 
controversies arising from failures by either 
pa.rty-

(1) to enter into negotiations within 180 
days after such a. request is made or 

(2) to conduct negotiations in good faith. 
In case of failure to conclude an agree

ment, each party submits to a mediator se
lected by the Court its last best offer. The 
mediator selects the better of the two. If 
both parties consent, then this proposal be
comes the agreement. 

SECTION &-F AlLURE TO ENTER INTO AN 
AGREEMENT 

If the Tribe consents to the mediator's 
choice and the State does not, the State 
loses its authority to tax energy and mineral 
resource activity on the Tribe's land. 

If the State consents and the Tribe does 
not, then the State has the authority to con
tinue taxing as before. 
SECTION 7-EFFECT ON EXISTING TRffiAilSTATE 

AGREEMENTS 

The agreement will not change contracts 
and agreements related to energy and min
eral resource developments already in effect. 

SECTION 8-APPROVAL OF SECRETARY. OF THE 
INTERIOR 

The Secretary of the Interior must approve 
any agreement before it goes into effect. 

S.-
Be tt enacted by the Senate and House of Rep

resentatives of the United States of America in 

Congress assembled, That the Act of May 11, 
1938 (52 Stat. 347; 25 u.s.c. 396a et seq.) is 
amended by adding at the end thereof the 
following title: 
"TITLE I-TRIBAL-STATE ENERGY AND 

MINERAL RESOURCE DEVELOPMENT 
ACTIVlTIES TAX APPORTIONMENT 
AGREEMENTS 

"SEC. 101. FINDINGS. 
"The Congress finds and declares tha.t
"(1) Indian tribes are responsible for exer

cising governmental authority over Indian 
lands; 

"(2) the power of taxation is a necessary 
attribute of tribal sovereignty, the revenue 
from which is needed by tribal governments 
to defray the costs of providing necessary 
public services; 

"{3) the burden of State and tribal taxation 
combined has discouraged energy and min
eral resource development activities on In
dian lands; and 

"(4) apportionment of taxes on energy and 
mineral resource development activity on 
Indian lands between a State and a tribal 
government should take into account the 
governmental services contributed by the 
State and the tribe to members of such tribe 
and others residing on such lands. 
"SEC.10J. DEFINI'I10N8. 

"As used in this title, the term-
"(1) 'energy and mineral resource develop

ment activities' means any activity of a 
business or facility, carried out on Indian 
lands, involving the exploration. develop
ment, production, creation, transportation. 
or distribution of energy or mineral re
sources except tha.t such term sha.ll not in
clude any portion of any such activity which 
is owned by the Indian tribe having jurisdic
tion over such Indian lands. 

"(2) 'Indian' means an individual who is a 
member of a federally recognized Indian 
tribe; 

"(3) 'Indian lands' mean&-
"(A) all lands within the limits of any In

dian reservation as established pursuant to 
Federal treaty, Federal law, or Executive 
Order of the President. and over which an In
dian tribe exercises governmental powers; 
and 

"(B) any lands title to which is held in 
trust by the United States for the benefit of 
any Indian tribe or individual or held by any 
Indian tribe or individual subject to restric
tion by the United States against alienation 
and over which an Indian tribe exercises gov
ernmental power; and 

"(4) 'Indian tribe' means any Indian tribe. 
band. nation, or other organized group or 
community of Indians which-

"(A) is recognized as eligible by the Sec
retary of the Interior for the special pro
grams and services provided by the United 
States to Indians because of their status as 
Indians; and 

"(B) is recognized as possessing power of 
self-government. 
"SEC 103. REQUEST FOR NEGOTIATIONS. 

"(a) Any Indian tribe having jurisdiction 
over Indian lands in a State is authorized to 
request such State, or any officer designated 
by such State, and any such State or officer 
is authorized to request the governing body 
of such tribe, to enter into negotiations for 
the purpose of entering into an Energy and 
Mineral Resource Development Activity Tax 
Apportionment Agreement (hereafter re
ferred to in this Act as the 'Agreement') gov
erning the imposition. collection, adminis
tration, and distribution of energy and min
eral resource development activity taxes im
posed by such State or by both such Sta.te 
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and Indian tribe on energy and mineral re
source development activities located on 
such Indian lands. 

"(b) Any such request pursuant to sub
section (a) of this section shall be in writing, 
and shall be signed by the party making the 
request. Within 60 days following the receipt 
by the governing body of such tribe, or by 
such State or official, of such request, the 
governing body of the tribe, on behalf of the 
State, are authorized to enter into negotia
tions with each other and to enter into such 
an Agreement. 
"SEC. 104. CONTENT OF AGREEMENT. 

"(a) GENERAL PROVISIONs-Any Agreement 
negotiated pursuant to this title may in
clude provisions relating to--

"(1) the apportionment or sharing of State 
and tribal energy and mineral resource de
velopment activity taxes imposed by an In
dian tribe or the State on such activities 
carried out on Indian lands located within 
such State; 

"(2) taxation rates imposed or to be im
posed on any such activity carried out on In
dian lands; 

"(3) collection and administration of taxes 
imposed by a State or an Indian tribe on en
ergy and mineral resource development ac
tivities carried out on Indian lands; 

"(4) government services provided by a 
State and an Indian tribe in connection with 
Indian lands, or to Indians and non-Indians 
residing on such lands; and 

"(5) the resolution of disputes between the 
State and the Indian tribe arising out of or 
in connection with such activity taxes. 

"(b) ENFORCEMENT PROVISIONS.-Any 
Agreement entered into pursuant to this 
title shall include provisions sufficient to en
able any party to the Agreement to enforce 
the provisions thereof in an appropriate 
United States district court. 
SEC. 101. JURISDICDON OF UNITED STATES DIS

TRICT COURTS. 
"(a)(1) Any United States district court 

shall have jurisdiction over any controversy 
arising from the failure of a State, or over 
any controversy arising from the failure of 
an Indian tribe, to enter into negotiations 
for the purpose of entering into an Agree
ment under this title, or arising from the 
failure to conduct such negotiations in good 
faith, or arising out of or in connection with 
the carrying out of any such Agreement, in
cluding a breach thereof. 

"(2) For purposes of this section and title 
28, United States Code, a dispute under this 
title relating to a failure referred to in sub
section (a)(1) of this section shall be consid
ered a controversy. 

"(b) An Indian tribe or a State may initi
ate proceedings described in subsection (a) of 
this section for a declaratory judgment 
under chapter 151 of title 28, United States 
Code, only after the close of the 180-day pe
riod beginning on the date the Indian tribe 
requested the State, or such State, or official 
designated by such State, requested the 
tribe, as the case may be, to enter into nego
tiations. 

"(c) If, in any such proceeding, the court 
finds that either party has failed to enter 
into negotiations, or to negotiate in good 
faith in an attempt to conclude an Agree
ment governing any taxation referred to in 
section 103 of this title, the court shall issue 
a declaration to that effect. 

"(d) If a State and an Indian tribe fail to 
conclude an Agreement governing such tax
ation within the 60-day period following the 
date of such declaration, the Indian tribe and 
the State shall each submit to a mediator 
appointed by the court a proposed Agree-

ment that represents their last best offer for 
an Agreement. The mediator shall select 
from the two proposed Agreements the one 
which best carries out the purposes and in
tent of this title; any other applicable Fed
eral law; and the findings and declaration of 
the court. 

"(e) The mediator appointed by the court 
under subsection (d) of this section shall sub
mit to the State and the Indian tribe the 
Agreement selected by the mediator under 
subsection (d) of this section. 

"(0 If both the State and the Indian tribe 
consent to the proposed Agreement submit
ted by the mediator during the 60-day period 
beginning on the date on which such Agree
ment is submitted, such Agreement shall be 
treated as an Agreement entered into pursu
ant to this title. 

"(g) If either party does not consent during 
the 60-day period to the proposed Agreement 
submitted by a mediator under subsection (e) 
of this section, the mediator shall notify the 
Secretary of the Interior as to the actions 
taken by all parties and the Secretary shall 
publish a notice to that effect in the Federal 
Register. 
"SEC. 108. FAILURE TO ENTER INTO AN AGREE

MENT. 
"(a) In any case in which an Indian tribe 

consents to the Agreement submitted by the 
mediator as provided under section 105(e) and 
a State fails to consent to such Agreement, 
such State, on and after the date of the pub
lication in the Federal Register of a notice 
to that effect by the Secretary as required 
by subsection (g), shall have no authority or 
jurisdiction to impose any tax on any energy 
and mineral resource development activity 
located on the Indian lands of such tribe. 

"(b) In any case in which a State consents 
to the Agreement submitted by the mediator 
as provided under section 105(e) and an In
dian tribe fails to consent to such Agree
ment, such State shall, on and after the date 
of the publication in the Federal Register of 
a notice to that effect by the Secretary as 
required by subsection (g), have the author
ity to tax or continue to tax such energy and 
mineral resource development activity with
out regard to the provisions of this title. 
"SEC. 107. EFFECT ON EXISTING TRIBAIJSTATE 

AGREEMENTS. 
"Nothing in this title shall be construed to 

alter, or to require the altering of, any con
tract or agreement in effect on the date of 
the enactment of this title between any 
State and Indian tribe relating, in whole or 
in part, to energy and mineral resource de
velopment activities taxes on Indian lands.". 
SEC. 108. APPROVAL OF SECRETARY OF THE IN· 

TERIOR NECESSARY FOR ANY SUCH 
AGREEMENT UNDER TBI811TLE. 

No Agreement pursuant to this title shall 
take effect unless such Agreement has been 
approved by the Secretary of the Interior. 

TERRY ANDERSON 
Mr. MOYNIHAN. Mr. President, I rise 

to inform my colleagues that today 
marks the 2,424th day that Terry An
derson has been held captive in Leb
anon. 

MESSAGES FROM THE HOUSE 
At 2 p.m., a message from the House 

of Representatives, delivered by Mr. 
Hays, one of its reading clerks, an
nounced that the House has passed the 
following bill, in which it requests the 
concurrence of the Senate: 

H.R. 2454. An act to authorize the Sec
retary of Health and Human Services to im
pose debarments and other penalties for ille
gal activities involving the approval of ab
breviated drug applications under the Fed
eral Food, Drug, and Cosmetic Act, and for 
other purposes. 

MEASURES REFERRED 
The following bill was read the first 

and second time by unanimous con
sent, and referred as indicated: 

H.R. 2454. An act to authorize the Sec
retary of Health and Human Services to im
pose debarments and other penalties for ille
gal activities involving the approval of ab
breviated drug applications under the Fed
eral Food, Drug, and Cosmetic Act, and for 
other purposes; to the Committee on Labor 
and Human Resources. 

REPORTS OF COMMITTEES 
The following reports of committees 

were submitted: 
By Mr. BURDICK, from the Committee on 

Environment and Public Works, with an 
amendment in the nature of a substitute: 

S. 792. A bill to reauthorize the Indoor 
Radon Abatement Act of 1988 and for other 
purposes (Rept. No. 102-201). 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu
tions were introduced, read the first 
and second time by unanimous con
sent, and referred as indicated: 

By Mr. DOMENICI: 
S. 1912. A bill to amend the Public Health 

Service Act and the Social Security Act to 
increase the availability of primary and pre
ventive health care, and for other purposes; 
to the Committee on Finance. 

By Mr. DASCHLE: 
S. 1913. A bill to amend the Internal Reve

nue Code of 1986 to revise the application of 
the wagering taxes to charitable organiza
tions; to the Committee on Finance. 

By Mr. PELL (by request): 
S. 1914. A bill to transfer the au pair pro

gram from the United States Information 
Agency to the Department of Justice; to the 
Committee on Foreign Relations. 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. DOMENICI: 
S. 1912. A bill to amend the Public 

Health Service Act and the Social Se
curity Act to increase the availability 
of primary and preventive health care; 
to the Committee on Finance. 

PRIMARY HEALTH CARE INVESTMENT ACT 

Mr. DOMENICI. Mr. President, like 
other Senators, I have been taking a 
hard look at our health care system to 
find ways to control costs and to ex
pand access to care. In June, I intro
duced a liability reform proposal with 
the endorsement of former Surgeon 
General Everett Koop. That bill is Sen
ate bill 1232. It would go a long way to
ward stopping the explosion in health 
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care costs by reducing defensive medi
cine and lowering malpractice insur
ance costs. 

Today I am introducing another pro
posal. This one is intended to provide 
wider access to essential services. Pri
mary and preventive services are the 
foundation of our health care system. 

Now, I know it is going to come as a 
surprise when I talk of the objective 
facts about this piece of legislation be
cause we have heard so much about the 
costs that I am sure people are going to 
wonder how this can be so. But, re
member, I am talking about primary 
and preventive care services. That 
means the things that normally would 
get taken care of by a doctor in a doc
tor's office. It does not mean after a 
doctor has diagnosed something and 
sends you to a hospital. It does not 
mean the hospital part. But most day
by-day contacts of American people 
have to do with primary and preventive 
services-a child who is sick, an adult 
who perhaps has a very serious stom
ach ailment or stomachache or even a 
broken foot on a child who is playing 
outside or some kind of an ear infec
tion. For all of those you go to a doc
tor. That is primary care. 

These primary care activities are 
services we all need to stay healthy. 
Additional examples would be prenatal 
care, childhood immunization, screen
ing tests for signs of poor health and 
disease, treatment of common illnesses 
before they become more serious, and 
sound direction from a doctor and di
rection from him on healthy behavior. 

Yet, our health care system 
underinvests in these basic services 
even as we continue to pour enormous 
resources into new high tech treat
ments and procedures that are margin
ally beneficial and too expensive for 
many Americans. I believe we need to 
reorient our priorities by investing 
more of our public funding in primary 
and preventive care. To do this I am in
troducing legislation to expand our pri
mary care infrastructure to provide ac
cess to basic health care to over 8 mil
lion more Americans by 1996. Let me 
repeat. This will cover 8 million addi
tional Americans. 

Now, that does not sound possible, 
but let me continue. With all of the un
necessary health care that is delivered 
in this country, we certainly could re
strain some use of physicians and hos
pital services, but not at the expense of 
primary and preventive care. In fact, 
we should be encouraging people to get 
cost-effective primary and preventive 
services because these services will re
duce health care costs in the long run. 

As a Nation, we spend more on health 
care than any other industrialized 
country. In 1989, we devoted over twice 
as much of our productive capacity to 
health care than did the United King
dom, 75 percent more than Japan, 40 
percent more than former West Ger
many-we have no numbers on the new 

Germany-and 35 percent more than 
Canada. 

Despite this overwhelming expendi
ture, many millions of Americans, un
like citizens in most other industri
alized countries, do not have access to 
health care because they do not have 
health insurance. Nationwide, there 
are some 33 million people who fit into 
this category, about one out of seven. 
Twenty-five percent of the uninsured 
are children. The problem is severe in 
New Mexico, my State---25 percent of 
the population. According to one 
study, there are two areas in the coun
try that have a more serious problem
the District of Columbia and, from 
what we gather, the State of Texas 
have higher percentages of uninsured. 

Clearly, the uninsured are at risk fi
nancially if they suffer a severe illness 
or are injured in an accident. Hospital 
and physician bills are simply too ex
pensive for most Americans to pay out 
of their own pockets. But the unin
sured also are vulnerable to getting 
sick more frequently and severely be
cause they forego routine, but impor
tant, primary and preventive care. 

Recent studies indicate that unin
sured people use physicians' services 37 
percent less than those with health in
surance, and that the uninsured are 50 
percent less likely than the insured to 
get certain primary and preventive 
services such as blood pressure screen
ing, pap smears, and glaucoma tests. 

Over 500,000 New Mexicans live in 
health professional shortage areas, 
meaning there are at least 3,500 people 
for every primary care provider. Fur
thermore, over half of the people in 
New Mexico live in counties that are 
designated as medically underserved. 

Has my time expired? I ask for 2 ad
ditional minutes. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. DOMENICI. Let me proceed 
quickly to then say fortunately we 
have effective programs already in 
place that can provide efficient pri
mary and preventive care to the unin
sured and to those who live in under
served areas. These programs need ad
ditional resources if they are going to 
take up more of the huge unmet needs 
that exist, as I have just explained, in
cluding the rural areas. 

So my proposal is as follows: First, 
community health centers. Currently 
community health centers provide pri
mary care to about 6 million Ameri
cans who live in medically underserved 
areas, 6 million. Services are free to 
persons below the poverty line and are 
based on a sliding scale to those above 
the poverty line. 

These centers are simply the most ef
ficient primary care delivery system 
available. We can provide comprehen
sive primary and preventive care to an 
uninsured individual for under $90 each 
year of Federal spending, $90 a year per 
person. 

It would cost $625 per person, or 600 
percent more, to provide similar serv
ices to those persons through the Med
icaid Program. I hope some pay atten
tion to that. That is, for the 6 million 
who are served in community health 
centers, it is about $90 a year per per
son for primary and preventive care. 
The same care under Medicaid is 600 
times higher, $625. 

So my bill authorizes 20 percent ex
pansion of health center funding in 
each of the next 5 years. It will be ef
fectively doubled in 5 years. By 1996, it 
will be receiving a total of $1.2 billion, 
double what it is getting now. But get 
this; it will provide an additional 8 mil
lion more Americans with care, mak
ing 14 million who will get primary 
care and preventive care through this 
series of centers across the land. 

The only thing we need to do to 
make sure that will work is also double 
the size of the National Health Service 
Corps. It is not a big expenditure. It 
provides us with doctors, and if you 
double it each year-excuse me, 20 per
cent each year. So you are doubled in 5 
years. You will be providing 1,120 addi
tional recruits who will serve in health 
centers in rural America and in some 
of our central cities where there are in
deed large numbers of poor people and 
others who do not have access to high 
quality primary health care. 

So we would add 20 percent a year 
there. 

Let me suggest for anyone that won
ders whether or not we can pay for 
this, if you want to pay for this pro
gram, all you have to do, believe it or 
not, is to take 0.2 of 1 percent-not 2 
percent-0.2 of a percent of the Labor, 
Health and Human Services budget, the 
appropriation, take 0.2 of 1 percent, put 
it in this account, and you are on your 
way to covering 14 million Americans 
by this kind of healthy deli very. 

I think we ought to do it and we 
ought to do it quickly. 

I ask unanimous consent that the bill 
and a summary be made a part of the 
RECORD. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

s. 1912 
Be it enacted by the Senate and House of Rep

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT Tri'LE. 

This Act ma.y be cited a.s the "Primary 
Health Ca.re Investment Act of 1991". 
SEC. I. PUBUC HEALTH SERVICE PRIMARY CARE 

PROVISIONS. 
(a.) COMMUNITY HEALTH CENTERS.-Section 

330(g)(1)(A) of the Public Health Service Act 
(42 U.S.C. 254C(g)(1)(A)) is amended by strik
ing out "a.nd such sums" a.nd a.ll tha.t follows 
through the period a.nd inserting in lieu 
thereof the following: "$580,000,000 for fiscal 
yea.r 1992, $680,000,000 for fiscal yea.r 1993, 
$830,000,000 for fiscal yea.r 1994, $990,000,000 for 
fiscal yea.r 1995, a.nd $1,200,000,000 for fiscal 
yea.r 1996.". 

(b) NATIONAL HEALTH SERVICE CORPS 
ScHOLARSHIP AND LOAN REPAYMENT PRo-
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GRAMS.-Section 338H(b)(1) of such Act (42 
U.S.C. 254q(b)(1)) is amended by striking out 
"and such sums" and all that follows 
through the period and inserting in lieu 
thereof the following: "$63,600,000 for fiscal 
year 1992, $76,300,000 for fiscal year 1993, 
$91,600,000 for fiscal year 1994, $109,900,000 for 
fiscal year 1995, and $131,900,000 for fiscal 
year 1996.". 
SEC. 3. PAYMENTS FOR DIRECT GRADUATE MEDI· 

CAL EDUCATION COSTS OF PRIMARY 
CARE RESIDENTS INCREASED. 

(a) IN GENERAL.-Section 1886(h) of the So
cial Security Act (42 U.S.C. 1395 ww(h)) is 
amended-

(1) by amending paragraph (2) to read as 
follows: 

"(2) DETERMINATION OF APPROVED FTE RESI
DENT AMOUNTS.-The Secretary shall deter
mine an approved FTE resident amount for 
each cost reporting period beginning after 
October 1, 1991, as follows: 

"(A) DETERMINING NATIONAL AVERAGE SAL
ARY PER FTE RESIDENT IN FISCAL YEAR 1989.
The Secretary shall determine the national 
average salary for fiscal year 1989 for a full
time-equivalent resident in an approved 
medical residency training program. 

"(B) UPDATING TO A COST REPORTING PERIOD 
THAT BEGINS IN FISCAL YEAR 1992.-The Sec
retary shall update the amount determined 
under subparagraph (A) by the estimated 
percentage change in the consumer price 
index from the midpoint of fiscal year 1989 to 
the midpoint of each cost reporting period 
that begins in fiscal year 1992. 

"(C) UPDATING TO SUBSEQUENT COST RE
PORTING PERIODS.-For each subsequent cost 
reporting period, the Secretary shall update 
the amount determined under subparagraph 
(B) or this subparagraph for an immediately 
preceding cost reporting period by the esti
mated percentage change in the consumer 
price index from the midpoint of that preced
ing period to the midpoint of that subse
quent period, with appropriate adjustments 
to reflect previous under- or over-esti
mations in the estimated percentage change 
in that index."; 

(2) in paragraph (3)(B)(i), by striking "hos
pitals"; and 

(3) in paragraph (4), by amending subpara
graph (C) to read as follows: 

"(C) WEIGHTING FACTOR FOR CERTAIN RESI
DENTS.-Such rules shall provide, in calculat
ing the number of full-time-equivalent resi
dents in an approved residency program-

"(1) that the weighting factor for a pri
mary care (as defined by the Secretary) resi
dent, or for an intern, is 2.2, 

"(11) that the weighting factor for a 
nonprimary care resident who is in the resi
dent's initial residency period is 2.0, and 

"(iii) that the weighting factor for a 
nonprimary care resident who is not in the 
resident's initial residency period is 1.2. 
The Secretary shall make such adjustments 
as are necessary to the weighting factors to 
maintain aggregate payments under this sec
tion to all hospitals at the same level that 
such payments would have been made under 
this section prior to enactment of the 
amendments made to this section by the Pri
mary Health Care Investment Act of 1991.". 

(b) EFFECTIVE DATE.-(1) Except as other
wise provided by paragraph (2), the amend
ments made by this section shall apply to 
cost reporting periods beginning after Octo
ber 1, 1991. 

(2) For a cost reporting period that falls 
partly in fiscal year 1991 and partly in fiscal 
year 1992, the provisions of section 1886(h), as 
in effect before the date of enactment of this 
Act, shall apply proportionally to that part 

of the cost reporting period that occurs be
fore fiscal year 1992. 

PRIMARY HEALTH CARE INVESTMENT ACT OF 
1991-SENATOR PETE V. DOMENICI-BRIEF 
SUMMARY 

1. COMMUNITY HEALTH CENTERS 
The proposal would increase authorized 

funding levels for community health centers 
by about 20 percent each year over a five 
year period, effectively doubling the size of 
the program by 1996. The addi ttonal funding 
would allow health centers to serve over 8 
million more patients by 1996. 

HEALTH CENTERS 

1992 1993 1994 1995 1996 

Fundin& (millions) .. $580 $680 $830 $990 $1200 
Additional Patients 

Served (mil-
lions) 1 ••• •••••••••••• .7 2.7 3.5 5.7 8.4 

t Above 1991 levels. 

2. NATIONAL HEALTH SERVICE CORPS 
The proposal would also increase author

ized funding levels for the National Health 
Service Corps by approximately 20 percent 
each year over a five year period, with 70 
percent of the funding going to loan repay
ment in the first two years of the five year 
plan. Estimates indicate this funding would 
bring an additional1120 primary care provid
ers into underserved areas by 1995. 

NATIONAL HEALTH SERVICE CORPS RECRUITMENT 

1992 1993 1994 1995 1996 

Fundine (millions) •. $63.6 $76.3 $91.6 $109.9 $131.9 
Additional rteld 

Stren&th 1 •••••••.••• 190 450 740 1120 870 

1 Above projected baseline levels. 

3. REORIENT MEDICARE GRADUATE MEDICAL 
EDUCATION PAYMENTS 

Medicare payments to hospitals for the 
costs of graduate medical education pro
grams would be altered in a budget neutral 
manner. Payments would be based on ana
tional average per resident amount, and pay
ments for primary care residents would be 20 
percent higher than payments for non-pri
mary care residents. 

S.-
Be it enacted by the Senate and House of Rep

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE. 

This Act may be cited as the "Primary 
Health Care Investment Act of 1991". 
SEC. 2. PUBLIC HEALTH SERVICE PRIMARY CARE 

PROVISIONS. 
(a) COMMUNITY HEALTH CENTERS.-Section 

330(g)(1)(A) of the Public Health Service Act 
(42 U.S.C. 254c(g)(1)(A)) is amended by strik
ing out "and such sums" and all that follows 
through the period and inserting in lieu 
thereof the following: "$580,000,000 for fiscal 
year 1992, $680,000,000 for fiscal year 1993, 
$830,000,000 for fiscal year 1994, $990,000,000 for 
fiscal year 1995, and $1,200,000,000 for fiscal 
year 1996. ". 

(b) NATIONAL HEALTH SERVICE CORPS 
SCHOLARSHIP AND LoAN REPAYMENT PRO
GRAMS.-Section 338H(b)(1) of such Act (42 
U.S.C. 254q(b)(1)) is amended by striking out 
"and such sums" and all that follows 
through the period and inserting in lieu 
thereof the following: "$63,600,000 for fiscal 
year 1992, $76,300,000 for fiscal year 1993, 
$91,600,000 for fiscal year 1994, $109,900,000 for 
fiscal year 1995, and $131,000,000 for fiscal 
year 1996. ". 

SEC. 3. PAYMENTS FOR DIRECT GRADUATE MEDI· 
CAL EDUCATION COSTS OF PRIMARY 
CARE RESIDENTS INCREASED. 

(a) IN GENERAL.-Sectton 1886(h) of the So
cial Security Act (42 U.S.C. 1395 ww(h)) is 
amended-

(1) by amending paragraph (2) to read as 
follows: 

"(2) DETERMINATION OF APPROVED FTE RESI
DENT AMOUNTS.-The Secretary shall deter
mine an approved FTE resident amount for 
each cost reporting period beginning after 
October 1, 1991, as follows: 

"(A) DETERMINING NATIONAL AVERAGE SAL
ARY PER FTE RESIDENT IN FISCAL YEAR 1989.
The Secretary shall determine the national 
average salary for fiscal year 1989 for a full
time-equivalent resident in an approved 
medical residency training program. 

"(B) UPDATING TO A COST REPORTING PERIOD 
THAT BEGINS IN FISCAL YEAR 1992.-The Sec
retary shall update the amount determined 
under subparagraph (A) by the estimated 
percentage change in the consumer price 
index from the midpoint of fiscal year 1989 to 
the midpoint of each cost reporting period 
that begins in fiscal year 1992. 

"(C) UPDATING TO SUBSEQUENT COST RE
PORTING PERIODB.-For each subsequent cost 
reporting period, the Secretary shall update 
the amount determined under subparagraph 
(B) of this subparagraph for an immediately 
preceding cost reporting period by the esti
mated percentage change in the consumer 
price index from the midpoint of that preced
ing period to the midpoint of that subse
quent period, with appropriate adjustments 
to reflect previous under- or over-esti
mations in the estimated percentage change 
in that index."; 

(2) in paragraph (3)(B)(i), by striking "hos
pital's"; and 

(3) in paragraph (4), by amending subpara
graph (C) to read as follows: 

"(C) WEIGHTING FACTOR FOR CERTAIN RESI
DENTS.-Such rules shall provide, in calculat
ing the number of full-time-equivalent rest
dents in an approved residency program-

"(!) that the weighting factor for a pri
mary care (as defined by the Secretary) resi
dent, or for an intern, is 2.2, 

"(11) that the weighting factor for a 
nonprimary care resident who is in the resi
dent's initial residency period is 2.0, and 

"(111) that the weighting factor for a 
nonprimary care resident who is not in the 
resident's initial residency period is 1.2. 
The Secretary shall make such adjustments 
as are necessary to the weighting factors to 
maintain aggregate payments under this sec
tion to all hospitals at the same level that 
such payments would have been made under 
this section prior to enactment of the 
amendments made to this section by the Pri
mary Health Care Investment Act of 1991. ". 

(b) EFFECTIVE DATE.-(1) Except as other
wise provided by paragraph (2), the amend
ments made by this section shall apply to 
cost reporting periods beginning after Octo
ber 1, 1991. 

(2) For a cost reporting period that falls 
partly in fiscal year 1991 and partly in fiscal 
year 1992, the provisions of section 1886(h), as 
in effect before the date of enactment of this 
Act, shall apply proportionally to that part 
of the cost reporting period that occurs be
fore fiscal year 1992. 

By Mr. DASCHLE. 
S. 1913. A bill to amend the Internal 

Revenue Code of 1986 to revise the a~ 
plication of the wagering taxes to char
itable organizations; to the Committee 
on Finance. 
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APPLICATION OF WAGERING TAXES TO 

CHARITABLE ORGANIZATIONS 

Mr. DASCHLE. Mr. President, I rise 
to propose repeal of two taxes that 
interfere with the charitable activities 
of nonprofi ts. 

Nonprofit organizations perform 
badly needed services which govern
ment is often ill-equipped to provide. 
Through use of local and private funds, 
these organizations mobilize volun
teers to assist in providing temporary 
shelter to the homeless, soup kitchens, 
rape counseling, educational services, 
suicide hot-lines, transportation to the 
elderly and disabled, and much more. 

The work of charitable organizations 
is essential to the national effort to 
grapple with many of these vital social 
needs. Congress has recognized this 
fact by exempting charitable groups 
from the Federal income tax. This pol
icy has never been questioned. 

Yet, two taxes tucked into the Tax 
Code are threatening the ability of cer
tain nonprofi ts to raise funds and pur
sue their charitable goals. The first, 
found in section 4411, is an annual oc
cupational tax of S50 imposed on each 
volunteer who helps with activities 
like pull tabs and jar raffles. The sec
ond, set forth in section 4401, is a wa
gering excise tax of 0.25 percent on the 
gross income raised from these activi
ties. 

For many charitable organizations, 
such as the Knights of Columbus, the 
Elks, and numerous veterans groups, 
wagering games are central to their 
fundraising activities. The occupa
tional tax creates a strong incentive to 
limit the number of volunteers who 
help with fundraising activities. And 
the wagering excise tax directly re
duces the amounts raised that would 
otherwise be used to support the orga
nization's charitable goals. 

While these taxes have been on the 
books for some time, they have not 
been collected by the Internal Revenue 
Service-until recently. In the past few 
years, the ms has initiated regional 
audits to collect these taxes. 

The legislation I am introducing 
today would repeal both the special oc
cupational tax and the wagering excise 
tax. Except for the effective date, my 
bill is identical to legislation intro
duced in the 101st Congress by Rep
resentative HANK BROWN and then-Sen
ator Bill Armstrong, whose State is 
one of seven or eight that have been 
the focus of IRS audits on these taxes. 

Like their bill, my proposal would 
limit the repeal of the wagering excise 
tax to the extent the nonprofit dem
onstrates that funds raised by wager
ing games have been directed toward 
the organization's charitable goals. 
Thus, if funds from wagering games 
conducted by nonprofits inure to the 
benefit of the members of the organiza
tion, then they would still be subject 
to the wagering excise tax. 

Mr. President, whatever rationale 
there may be for imposing the occupa-

tional and excise taxes on wagering in 
other contexts, they do not make sense 
as applied to nonprofits. For those who 
may be concerned that nonprofits are 
engaging in activities unrelated to 
their tax-exempt purposes, the non
profits are already subject to the unre
lated business income tax. 

Nonprofits in a number of States al
ready have faced substantial financial 
and administrative difficulties as are
sult of the retroactive enforcement of 
these taxes. We must take action now 
to prevent further interference with 
the legitimate fundraising activities of 
nonprofit organizations. I urge my col
leagues to support this legislation. 

By Mr. PELL (by request): 
S. 1914. A bill to transfer the Au Pair 

Program from the U.S. Information 
Agency to the Department of Justice; 
to the Committee on Foreign Rela
tions. 

AU PAIR PROGRAM ACT OF 11191 

• Mr. PELL. Mr. President, by request, 
I introduce for appropriate reference a 
bill to transfer the au pair program 
from the U.S. Information Agency to 
the Department of Justice. 

This proposed legislation has been re
quested by the U.S. Information Agen
cy, and I am introducing it in order 
that there may be a specific bill to 
which Members of the Senate and the 
public may direct their attention and 
comments. 

I reserve my right to support or op
pose this bill, as well as any suggested 
amendments to it, when the matter is 
considered by the Committee on For
eign Relations. 

I ask unanimous consent that the bill 
be printed in the RECORD at this point, 
together with the section-by-section 
analysis and the letter from the Direc
tor of the U.S. Information Agency to 
the President of the Senate, which was 
received on November 1, 1991. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

s. 1914 
Be it enacted by the Senate and House of Rep

resentatives of the United States of America in 
Congress assembled, 

SECTION 1. SHORT TITLE.-This Act may be 
cited as the "Au Pair Program Act of 1991." 

SEC. 2. The Attorney General shall estab
lish and implement an international cultural 
exchange program pursuant to section 
101(a)(15)(Q)(11) of the Immigration and Na
tionality Act (8 U.S.C. 1101(a)(15)(Q)(11)), 
which shall be known as the au pair pro
gram. 

SEC. 3. The Attorney General shall promul
gate regulations for the administration and 
operation of the au pair program as estab
lished by section 4 of this Act not later than 
the effective date of the amendments made 
by section 4. 

SEC. 4. Section 101(a)(15)(Q) of the Immi
gration and Nationality Act (8 U.S.C. 
110l(a)(15)(Q)) is hereby amended as follows: 

(i) by inserting "(i)" after the words "par
ticipant in"; 

(11) by inserting ", or (11) an au pair pro
gram, approved by the Attorney General and 

subject to regulations he may issue, for the 
purposes of providing child care and the op
portunity for cultural sharing. The Attorney 
General shall have the authority to deter
mine the numerical and geographical limita
tions of any program established under this 
subparagraph" after the words "domestic 
workers". 

SEC. 5. The amendments made by section 4 
shall take effect one year after enactment, 
and section 8 of Public Law 101-454 is hereby 
repealed as of that date. 

SECTION-BY-SECTION ANALYSIS OF AU PAIR 
PROGRAM ACT OF 1991 

The proposed legislation transfers the au
thority to administer the au pair program 
from the United States Information Agency 
to the Department of Justice. Currently, 
USIA administers the au pair program pur
suant to Public Law 101-454. The provision 
creates a sub-category of 8 U.S.C. 
1101(a)(15)(Q) to accommodate nonimmi
grant& seeking to participate in the au pair 
program. 

USIA determined, and GAO advised, that 
the au pair program exceeded USIA's man
date under the Mutual Educational and Cul
tural Exchange Act of 1961, as amended, 22 
U.S.C. 2451, et seq. The new provision re
quires the Department of Justice to estab
lish an au pair program which will provide 
child care and the opportunity for cultural 
sharing. The Attorney Generalis required to 
implement regulations for the administra
tion of the au pair program. Because the au 
pair program administered by USIA pursu
ant to Public Law 101-454 was limited nu
merically and geographically, the proposed 
legislation places both of these consider
ations within the discretion of the Attorney 
General. 

Section 5 of the proposed legislation re
peals Section 8 of Public Law 101-454 which 
had authorized continuation of the au pair 
program under the aegis of USIA. 

U.S. INFORMATION AGENCY, 
Washington, DC, October 25, 1991. 

Hon. DAN QUAYLE, 
President, U.S. Senate. 

DEAR MR. PRESIDENT: Enclosed for your 
consideration and appropriate reference is a 
bill, the "Au Pair Program Act of 1991," 
which will transfer the authority to admin
ister the au pair program from the United 
States Information Agency to the Depart
ment of Justice. 

The Department of Justice wm administer 
the program pursuant to a new sub-category 
of the Q visa, a category created by the Im
migration Reform Act of 1990. 

The United States Information Agency de
termined, and the General Accounting Office 
advised, (GAO Report entitled "Inappropri
ate Uses of Educational and Cultural Ex
change Visas" dated February 1990), that the 
au pair program exceeds USIA's mandate 
under the Mutual Educational and Cultural 
Exchange Act of 1961, as amended, 22 U.S.C. 
2451, et seq. 

The Office of Management and Budget ad
vises us that there is no objection from the 
standpoint of the Administration's program 
to the submission of this legislation to the 
Congress. 

Sincerely, 
HENRY E. CATTO, 

Director.• 

ADDITIONAL COSPONSORS 
8.493 

At the request of Mr. KENNEDY, the 
name of the Senator from Iowa [Mr. 
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HARKIN] was added as a cosponsor of S. 
493, a bill to amend the Public Health 
Service Act to improve the health of 
pregnant women, infants, and children 
through the provision of comprehen
sive primary and preventive care, and 
for other purposes. 

S.664 

At the request of Mr. THURMOND, the 
name of the Senator from Utah [Mr. 
HATCH] was added as a cosponsor of S. 
664, a bill to require that health 
warnings be included in alcoholic bev
erage advertisements, and for other 
purposes. 

s. 747 

At the request of Mr. PRYOR, the 
name of the Senator from Utah [Mr. 
HATCH] was added as a cosponsor of S. 
747, a bill to amend the Internal Reve
nue Code of 1986 to clarify portions of 
the Code relating to church pension 
benefit plans, to modify certain provi
sions relating to participants in such 
plans, to reduce the complexity of and 
to bring workable consistency to the 
applicable rules, to promote retirement 
savings and benefits, and for other pur
poses. 

S.843 
At the request of Mr. BREAUX, the 

names of the Senator from Connecticut 
[Mr. LIEBERMAN] and the Senator from 
South Carolina [Mr. THURMOND] were 
added as cosponsors of S. 843, a bill to 
amend title 46, United States Code, to 
repeal the requirement that the Sec
retary of Transportation collect a fee 
or charge for recreational vessels. 

s. 1156 

At the request of Mr. PACKWOOD, the 
name of the Senator from New Mexico 
[Mr. DOMENICI] was added as a cospon
sor of S. 1156, a bill to provide for the 
protection and management of certain 
areas on public domain lands managed 
by the Bureau of Land Management 
and lands withdrawn from the public 
domain managed by the Forest Service 
in the States of California, Oregon, and 
Washington; to ensure proper conserva
tion of the natural resources of such 
lands, including enhancement of habi
tat; to provide assistance to commu
nities and individuals affected by man
agement decisions on such lands; to fa
cilitate the implementation of land 
management plans for such public do
main lands and federal lands elsewhere; 
and for other purposes. 

s. 1289 

At the request of Mr. BIDEN, the 
name of the Senator from Nevada [Mr. 
REID] was added as a cosponsor of S. 
1289, a bill to amend the provisions of 
the Higher Education Act of 1965 relat
ing to treatment by campus officials of 
sexual assault victims. 

B. 1333 

At the request of Mr. SASSER, the 
name of the Senator from North Caro
lina [Mr. HELMs] was added as a co
sponsor of S. 1333, a bill to amend the 
Federal Property and Administrative 

Services Act of 1949 to authorize the 
Administrator of General Services to 
make available for humanitarian relief 
purposes any nonlethal surplus per
sonal property, and for other purposes. 

s. 1424 

At the request of Mr. CONRAD, the 
name of the Senator from Vermont 
[Mr. LEAHY] was added as a cosponsor 
of S. 1424, a bill to amend chapter 17 of 
title 38, United States Code, to require 
the Secretary of Veterans Affairs to 
conduct a mobile health care clinic 
program for furnishing health care to 
veterans located in rural areas of the 
United States. 

8. 1729 

At the request of Mr. KENNEDY, the 
name of the Senator from Hawaii [Mr. 
INOUYE] was added as a cosponsor of S. 
1729, a bill to amend the Public Health 
Service Act to require drug manufac
turers to provide affordable prices for 
drugs purchased by certain entities 
funded under the Public Health Service 
Act, and for other purposes. 

s. 1777 

At the request of Mr. ADAMS, the 
names of the Senator from lllinois [Mr. 
SIMON] and the Senator from Virginia 
[Mr. ROBB] were added as cosponsors of 
S. 1777, a bill to amend the Public 
Health Service Act to establish the au
thority for the regulation of mammog
raphy services and radiological equip
ment, and for other purposes. 

s. 1810 

At the request of Mr. DURENBERGER, 
the name of the Senator from Wyoming 
[Mr. WALLOP] was added as a cosponsor 
of s. 1810, a bill to amend title xvm of 
the Social Security Act to provide for 
corrections with respect to the imple
mentation of reform of payments to 
physicians under the medicare pro
gram, and for other purposes. 

8. 1838 

At the request of Mr. PRYOR, the 
name of the Senator from South Da
kota [Mr. PRESSLER] was added as a co
sponsor of S. 1838, a bill to amend title 
XVIII of the Social Security Act to 
provide for a limitation on use of claim 
sampling to deny claims or recover 
overpayments under medicare. 

8. 1879 

At the request of Mr. PRESSLER, his 
name was added as a cosponsor of S. 
1879, a bill to authorize the adjustment 
of the boundaries of the South Dakota 
portion of the Sioux Ranger District of 
Custer National Forest, and for other 
purposes. 

SENATE JOINT RESOLUTION 193 

At the request of Mr. SANFORD, the 
name of the Senator from Florida [Mr. 
GRAHAM] was added as a cosponsor of 
Senate Joint Resolution 193, a joint 
resolution to establish a commission to 
commemorate the bicentennial of the 
establishment of the Democratic Party 
of the United States. 

SENATE JOINT RESOLUTION 207 

At the request of Mr. HATCH, the 
names of the Senator from Hawaii [Mr. 

AKAKA], the Senator from Montana 
[Mr. BAUCUS], the Senator from Texas 
[Mr. BENTSEN], the Senator from Mis
souri [Mr. BoND], the Senator from 
New Jersey [Mr. BRADLEY], the Senator 
from Colorado [Mr. BROWN], the Sen
ator from Arkansas [Mr. BUMPERS], the 
Senator from Montana [Mr. BURNS], 
the Senator from Mississippi [Mr. 
COCHRAN], the Senator from North Da
kota [Mr. CONRAD], the Senator from 
Idaho [Mr. CRAIG], the Senator from 
California [Mr. CRANSTON], the Senator 
from New York [Mr. D'AMATO], the 
Senator from Arizona [Mr. DECONCINI], 
the Senator from lllinois [Mr. DIXON], 
the Senator from Connecticut [Mr. 
DODD], the Senator from Kansas [Mr. 
DOLE], the Senator from New Mexico 
[Mr. DOMENICI], the Senator from Min
nesota [Mr. DURENBERGER], the Senator 
from Utah [Mr. GARN], the Senator 
from Washington [Mr. GoRTON], the 
Senator from Iowa [Mr. GRASSLEY], the 
Senator from Oregon [Mr. HATFIELD], 
the Senator from Alabama [Mr. HEF
LIN], the Senator from South Carolina 
[Mr. HOLLINGS], the Senator from Ha
waii [Mr. INOUYE], the Senator from 
Vermont [Mr. JEFFORDS], the Senator 
from Kansas [Mrs. KASSEBAUM], the 
Senator from Wisconsin [Mr. KAsTEN], 
the Senator from Massachusetts [Mr. 
KENNEDY], the Senator from Michigan 
(Mr. LEVIN], the Senator from Con
necticut [Mr. LIEBERMAN], the Senator 
from Florida [Mr. MACK], the Senator 
from Ohio [Mr. METZENBAUM], the Sen
ator from Alaska [Mr. MURKOWSKI], the 
Senator from Oklahoma [Mr. NICKLES], 
the Senator from Georgia [Mr. NUNN], 
the Senator from Oregon [Mr. PACK
WOOD], the Senator from South Dakota 
[Mr. PRESSLER], the Senator from Ne
vada [Mr. REID], the Senator from 
Michigan [Mr. RIEGLE], the Senator 
from West Virginia [Mr. RoCKEFELLER], 
the Senator from Delaware [Mr. ROTH], 
the Senator from Tennessee [Mr. SAS
SER], the Senator from California [Mr. 
SEYMOUR], the Senator from lllinois 
[Mr. SIMON], the Senator from New 
Hampshire [Mr. SMITH], the Senator 
from Pennsylvania [Mr. SPECTER], the 
Senator from Alaska [Mr. STEVENS], 
the Senator from South Carolina [Mr. 
THURMOND], and the Senator from Vir
ginia [Mr. WARNER] were added as co
sponsors of Senate Joint Resolution 
207, a joint resolution to designate the 
period commencing on December 1, 
1991, and ending on December 7, 1991, 
and the period commencing on N ovem
ber 29, 1992, and ending on December 5, 
1992, each as "National Adoption 
Week." 

SENATE JOINT RESOLUTION 214 

At the request of Mr. RIEGLE, the 
name of the Senator from North Da
kota [Mr. CONRAD] was added as a co
sponsor of Senate Joint Resolution 214, 
a joint resolution to designate May 16, 
1992, as "National Awareness Week for 
Life-Saving Techniques." 
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SENATE CONCURRENT RESOLUTION 70 

At the request of Mr. SANFORD, the 
name of the Senator from North Da
kota [Mr. CONRAD] was added as a co
sponsor of Senate Concurrent Resolu
tion 70, a concurrent resolution to ex
press the sense of the Congress with re
spect to the support of the United 
States for the protection of the African 
elephant. 

AMENDMENTSSUBMnTED 

NATIONAL ADOPTION WEEK 

HATCH AMENDMENT NO. 1304 
Mr. BOREN (for Mr. HATCH) proposed 

an amendment to the joint resolution 
(S.J. Res. 207) to designate the period 
commencing on December 1, 1991, and 
ending on December 7, 1991, and the pe
riod commencing on November 29, 1992, 
and ending on December 5, 1992, as 
"National Adoption Week," as follows: 

Strike all on page 3, line 5, beginning with 
"Dec." through all of line 7, and insert: "No
vember 24, 1991, and ending on November 30, 
1991, and the period commencing on Novem
ber 22, 1992, and ending on November 28, 
1992,''. 

NOTICES OF HEARINGS 
SELECT COMMITI'EE ON INDIAN AFFAIRS 

Mr. INOUYE. Mr. President, I would 
like to announce that the Select Com
mittee on Indian Affairs will be holding 
a markup on Tuesday, November 5, 
1991, beginning at 2:30 p.m., in 485 Rus
sell Senate Office Building on S. 1595, 
Alaska Native Languages Preservation 
and Enhancement Act of 1991. 

Those wishing additional information 
should contact the Select Committee 
on Indian Affairs at 224-2251. 

COMMITI'EE ON SMALL BUSINESS 

Mr. BUMPERS. Mr. President, I 
would like to announce that the Small 
Business Committee hold a full com
mittee hearing to consider the Presi
dent's nomination of Paul Cooksey to 
be Deputy Administrator of the Small 
Business Administration. The hearing 
will take place on Thursday, November 
7, 1991, at 2 p.m., in room 428A of the 
Russell Senate Office Building. For fur
ther information, please call John Ball, 
staff director of the Small Business 
Committee at 224-5175. 

SUBCOMMITI'EE ON COMPETlTIVENESS AND 
ECONOMIC OPPORTUNITY 

Mr. BUMPERS. Mr. President, I 
would like to announce that the Small 
Business Subcommittee on Competi
tiveness and Economic Opportunity 
will hold a hearing to address product 
liability, innovation and small busi
ness. the hearing will take place on 
Thursday, November 7, 1991, at 9:30 
a.m., in room 428A of the Russell Sen
ate Office Building. For further infor
mation, please call Ken Glueck of Sen
ator LIEBERMAN's staff at 224-4041. 

AUTHORITY FOR COMMITTEES TO 
MEET 

COMMITI'EE ON ARMED SERVICES 

Mr. BOREN. Mr. President, I ask 
unanimous consent that the Commit
tee on Armed Services be authorized to 
meet on Monday, November 4, 1991, at 
3:15 p.m., in open session, to receive 
testimony on the Conventional Forces 
in Europe [CFE] Treaty. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ADDITIONAL STATEMENTS 

LEGISLATION AFFECTING DE-
PARTMENT OF HOUSING AND 
URBAN DEVELOPMENT 

• Mr. GRAHAM. Mr. President, on Oc
tober 31, the distinguished chairman of 
the Subcommittee on Employment and 
Housing of the House of Representa
tives Government Operations Commit
tee, TOM LANTOS, introduced compan
ion legislation to reform weaknesses 
and inefficiencies at the Department of 
Housing and Urban Development and 
throughout the Federal Government. 

I commend Chairman LANTOS for his 
leadership and perseverance in explor
ing the challenges facing HUD and look 
forward to working with him to see 
that the lessons learned during the 
House and Senate investigations of the 
crisis at HUD will benefit HUD and 
other agencies of the executive branch 
and Congress. 

Chairman LANTOS introduced H.R. 
3682, the companion to S. 1447, which 
amends the Internal Revenue Code of 
1986 by extending the low income hous
ing credit for 3 years. H.R. 3682 also au
thorizes the collection of a compliance 
monitoring fee and includes in the 
process whereby the housing credit 
agency determines the amount of Gov
ernment subsidy needed to ensure 
project feasibility the developer fee 
and any direct or indirect benefits to 
the developer. 

H.R. 3683/S. 1448 convert the post of 
HUD Assistant Secretary for Adminis
tration from a political to a career po
sition. 

H.R. 3684/S. 1449 develop Federal Gov
ernment performance standards and 
goals and clarify provisions of the In
spector General Act regarding identi
fication of material weaknesses, the in
vestigation of fraud, the issuance of 7-
day letters, and the inclusion of a 
statement of goals and goal achieve
ment in semiannual reports. 

H.R. 3565/S. 1450 establish the Office 
of Management and the Office of Budg
et, and convert the Program Associate 
Director positions at these offices to 
career positions. 

As I explained July 11, when I intro
duced these bills in the Senate, these 
proposals are an attempt to remedy the 
deficiencies within the Federal Govern
ment. Furthermore, they are intended 

to ensure that we get full value for our 
tax funds and to restore public con
fidence in Government institutions.• 

COMMENDING MS. PEGGY BERRY 
• Mr. BOND. Mr. President, I rise 
today to urge my colleagues in the U.S. 
Senate to join me in paying tribute to 
a humanitarian who has provided re
markable service as a healthy families 
and young children project home visi
tor. I am speaking of Ms. Pefgy Berry. 

Through her work with the Healthy 
Families and Young Children Program, 
Peggy has worked to provide home vis
its, promoted immunization, educated 
parents on home and auto safety, and 
provided referrals to community orga
nizations. In addition, Peggy has im
plemented the Mon and Me support 
group, developed Stories Under the 
Sky, an onsight reading program for 
low-income housing units, and lead 
many workshops and outreach pro
grams to train others. I congratulate 
Peggy Berry as recipient of the 1991 
March of Dimes Make a Difference 
Award. 

I join today with the Greater Kansas 
City area March of Dimes to honor the 
many unsung heroes who daily make a 
difference in the quality of life in the 
area of maternal and children's health. 
We salute those whose enthusiasm and 
deeds bring good to the community, in 
ever increasing measure. When we give 
of ourselves, we experience the renew
ing power of life.• 

REMARKS BY MR. ENRIQUE 
IGLESIAS, PRESIDENT OF THE 
INTER-AMERICAN DEVELOPMENT 
BANK 

• Mr. LUGAR. Mr. President, I ask 
that a speech on Latin American 
achievements and challenges delivered 
by Mr. Enrique Iglesias, President of 
the Inter-American Development 
Bank, be included in the RECORD. 

President Iglesias is a remarkable 
and insightful leader and friend whose 
many accomplishments over the years 
are enviable and laudable. This speech 
testifies to the breadth and depth of his 
experience and understanding of cur
rent economic and political develop
ments throughout Latin America. 

I recommend the speech for those 
who wish to learn more about the pros
pects and perils of economic recovery 
and progress in Latin America, about 
political development and liberaliza
tion and about the diverse social chal
lenges throughout the region. Because 
he was addressing a meeting of the 
Inter-American Press Association, he 
also delves into the special responsibil
ities of the media in their reporting on 
these developments and challenges. 

Therefore, I ask that the full text be 
inserted into the RECORD. 

The text follows: 
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DENT OF THE INTER-AMERICAN DEVELOP
MENT BANK, AT THE MEETING OF THE LATIN 
AMERICAN PRESS ASSOCIATION, SAO PAULO, 
BRAZIL, OCToBER 22, 1991 

CURRENT ECONOMIC TRENDS IN LATIN AMERICA, 
WITH SPECIAL EMPHASIS ON INTEGRATION 

I am delighted to be able to take part in 
this meeting and to address you, the mem
bers of the Inter-American Press Associa
tion, first, because I am aware of the media's 
importance in restoring democracy in Latin 
America, and second, because I have had 
first-hand experience of the important work 
done by the Association in the region over 
the years. 

I would like to take this opportunity to 
commend the Association for its continuing 
defense of freedom of speech, which is in
separable from the political and economic 
freedoms that prevail now more than ever 
before in our hemisphere. The progress made 
on freedom of speech has been central to con
solidating democracy in Latin America, and 
you have made a forceful contribution to 
that process. Now the Association has a sig
nificant opportunity to direct part of the en
ergy formerly devoted to defending freedom 
of speech to other causes, such as moderniza
tion, integration and the provision of infor
mation from the countries of Latin America. 

I would like to say a few words on the fol
lowing aspects of the topic I have been given: 

(1) The legacy of the lost decade; 
(2) The silent revolution taking place in 

the region; 
(3) The transition from the Washington 

economic consensus to the Latin American 
economic consensus; 

(4) Latin America's prospects on the cur
rent international scene; and 

(5) The role of the media in this process. 
I. The legacy of the lost decade 

I would like to begin by pointing out a fact 
that is difficult to reconcile with the tradi
tional view of Latin America, particularly in 
the wake of the recession and social crisis of 
the eighties: the region that consistently 
showed the highest overall annual rate of 
economic growth in the world in this cen
tury is Latin America. This fact carne to 
light recently among the statistics included 
by Professor Angus Maddison in his book 
The World Economy in the Twentieth Cen
tury. According to those statistics, the coun
tries of Latin America averaged a yearly 
rate of growth of 3.8 percent between 1900 
and 1987, compared to 2.9 percent for the 
countries later to form the OECD, 3.2 percent 
for the countries of Asia, and 3.3 percent for 
the Soviet Union. In short, for the first 
eighty years of this century Latin America 
was able to record the highest rate of eco
nomic growth in the world. The question 
then arises: Why should the region not be 
able to recover from the past decade and 
show indicators in future similar to those it 
recorded for most of this century? Person
ally, I think it is possible, and the following 
remarks reflect what I would call a serene 
optimism concerning our future. 

The crisis of the eighties was influenced, 
first of all, by the precipitation of old con
tradictions that were built into earlier devel
opment patterns--patterns characterized by 
three elements that represent in a nutshell 
the problems faced by the region in recent 
years. Our development has been unstable, 
inefficient and inequitable. 

The instability arose from an over
tolerance of inflationary pressures, which led 
to extremes of runaway inflation in many 
countries. The inefficiency was attributable 

mainly to excessively protectionist policies 
and the region's isolation from the climate 
of international competitiveness that 
emerged as the economies of the world 
opened up to global forms of interdependence 
and trade. The inequity had to do with high
ly concentrated income distribution, which 
gave rise to the dramatic forms of critical 
poverty which today affect almost one third 
of the Latin American population-poverty 
having its origins in our colonial back
ground, and which the development policies 
of the post-war period failed to eradicate. 

These critical factors were aggravated by 
the easy indebtedness used by the countries 
in the region during the seventies to allevi
ate the effects of the oil shocks and the glob
al recession, and further deferred the solu
tion of many of the problems inherited from 
past. Those problems grew significantly 
worse in the eighties when global anti-infla
tion measures suddenly pushed up interest 
rates and drastically eroded the terms of 
trade for developing countries, particularly 
those in Latin America. The consequences 
are well known: during the eighties the re
gion transferred over 223 billion dollars in 
debt service and interest payments, at the 
same time as capital inflows fell sharply and 
terms of trade deteriorated to unprecedented 
levels. The result was a severe restriction on 
the entire region's capacity for investment 
and growth. 

The impact of the crisis of the eighties is 
also well known. Latin America slipped 
backward thirteen years in terms of living 
standards overall, and over twenty-five years 
in some countries. Such harsh crises have so 
far been seen only in wartime. In fact, serv
ice on Latin America's external debt in the 
eighties, as a proportion of GDP, exceeded 
the amount of compensation payments made 
by Germany after the First World War. That 
is a measure of the severity of the crisis that 
shook the region in the eighties. 

Perhaps the most serious and at the same 
time the least noticeable effect of the crisis 
was in investment levels, which fell to two 
thirds of their levels during the seventies. 
This translates into a shortfall of between 70 
and 80 billion dollars annually for the past 
decade ·in terms of economic and social in
vestments in Latin America. The repercus
sions are serious and ongoing, affecting the 
present and future growth of our region and 
calling for an all-out effort if we are to re
cover lost ground. 

The precipitation of all these factors 
broadly characterizes the period that we at 
ECLAC were calling the "lost decade" in the 
economic evolution of Latin America. There 
is something to be salvaged, however: that 
the eighties enabled the region to face up to 
the true nature of its problems, to gain an 
awareness of them and come up with healthy 
reactions. This process culminated, in many 
countries, with the advent of a new political 
leadership--one that was much more prag
matic, less ideological and much better dis
posed to undertake sweeping changes in the 
economy. 

It is this new generation that has initiated 
what has been called the silent revolution 
now taking place in Latin America. 

II. The silent revolution in Latin America 
The silent revolution has come about on 

various mutually-reinforcing fronts. 
(1) A Search for Stability 

The first has been the implementation of 
stabilization programs to deal with inflation, 
often runaway inflation. Today the region 
can point to some of the most outstanding 
cases of combating uncontrolled inflation, 

and the past year's drop in inflation rates is 
a clear sign that the current policies are 
having positive results. Argentina, Peru and 
Nicaragua have all recently shown proof of 
this. 

Within such stabilization policies an im
portant role has been played by debt reduc
tion programs, through their noticeable ef
fect on fiscal accounts. Rigorous fiscal ad
justment programs have been placed into ef
fect in parallel to the stab111zation programs 
everywhere. It is recognized in the region 
today that the fiscal deficit has much to do 
with the serious macroeconomic imbalances 
of the past, and that it will need to be ad
dressed with determination and courage in 
order to establtsh a minimum underpinning 
of stability on which to found healthy, self
sustained development processes. 

The region as a whole is moving toward 
greater macroeconomic balance, an often dif
ficult process that carries high polttical and 
social costs but confirms the countries' re
solve to attack one of the elements that con
tributes most to maintaining injustice in 
present-day Latin American society: high in
flation rates. Publtc opinion sees very clear
ly in Latin America today that the heaviest 
tax on lower-income people is derived from 
high inflation rates, and that the social cost 
of undertaking stabilization programs is 
much less significant than the persistent 
costs borne by those social groups owing to 
acute inflationary imbalances in recent 
years. Hence the polttical courage, the un
usual degree of social tolerance, that is be
hind many of these new programs. 

(2) Openness to the Outside 
The second pillar of that silent revolution 

is Latin America's increasing openness to 
the outside. It is recognized today that in an 
ever more interdependent world, character
ized by the emergence of a global economy, 
there is no substitute for our competitive in
tegration with the international economy if 
we are to achieve dynamic economic growth. 
This fact has now been absorbed and assimi
lated by publtc opinion in Latin America. 
Economic development cannot exist in isola
tion, and countries need to get in step with 
the world economy by improving their inter
national competitiveness. Programs for eco
nomic ltberaltzation, tariff reduction and ex
port promotion, representing historic mile
stones in comparison with the past, have 
been initiated all over Latin America to this 
end. Protectionism has been reduced in the 
region to levels approaching those of the in
dustrialized world, in some cases more rap
idly and more comprehensively than ever 
seen before. Still, the persistence of reces
sive trends internationally, and the threats 
posed by current protectionist feeling and by 
the possible failure of the Uruguay Round of 
the GATT, are generating doubts about the 
recognition and response with which such ef
forts are being met on the part of the inter
national community, revealing a regrettable 
lack of symmetry between that response and 
the efforts made by the countries of Latin 
America. 

(3) Reviewing the Role of the State 
The third front on which progress has been 

made in this silent revolution is the restruc
turing and streamlining of the public sector, 
in combination with a tendency to focus its 
efforts on a smaller number of activities 
than in the past. This has given rise to a 
heightened effort to increase efficiency with
in the public sector overall, particularly 
within public enterprise, and to undertake a 
series of privatizations and other forms of 
administrative decentralization. State re-
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form today is not only an important compo
nent of economic eCficiency in our countries, 
but also a fundamental step toward further
ing the democratization process at every 
level. 

These three pillars of adjustment policies 
and structural reforms have been accom
panied by debt reduction models which, once 
past the overriding initial concern to safe
guard the position of creditor banks, were in
tended to alleviate the burden borne by debt
or countries. The Brady Plan, for instance, 
enabled some countries to overcome the ap
prehension that had prevailed since the 
eighties concerning the debt. Although it 
cannot be said that the issue is no longer im
portant or of serious concern to some coun
tries, the debt reductions implemented by 
countries like Mexico, Costa Rica, Venezuela 
and Uruguay have made positive contribu
tions to the adjustment programs and struc
tural reforms mentioned earlier. 

The adjustment policies and economic re
forms coincide with the ideas contained in 
what Professor Willlamson has called "the 
Washington consensus", a package of struc
tural reforms proposed by the Bretton Woods 
organizations that tend to stabilize the econ
omy and promote higher productivity and ef
ficiency levels. Macroeconomic balance, 
openness to the outside, and public-sector re
form are three fundamental aspects of that 
consensus as well, not to mention others 
which we will pass over here for lack of time. 

The reactions to this silent revolution are 
already being felt on various levels: 

(a) The growth rate has improved. Accord
ing to the most recent ECLAC reports, the 
region's GDP rose 2.4 percent overall in 1991, 
compared to an A.verage increase of consider
ably less than 1 percent in the three preced
ing years and in contrast to growth of just 
0.3 percent in 1990. 

(b) Inflation has fallen in most countries, 
although some, still in the beginning stages 
of the process, continue to show very high 
rates. According to ECLAC, yearly inflation 
rates approached 1,200 percent in 1989 and 
1990, fell to 300 percent in 1991, and show fa
vorable trends for the future. 

(c) Capital flows have been restored to the 
region, the return of Latin American capital 
has picked up considerably, foreign invest
ment has become highly attractive, and 
stock markets have been revitalized in most 
countries. According to the last OECD re
port, in 1990 the region showed a positive 
transfer of resources for the first time since 
1983. Between 1983 and 1989, negative trans
fers abroad were between 15 and 20 billion 
dollars a year. In 1990, says the OECD, the 
trend was reversed, with a net capital inflow 
of 10 billion dollars. 

All of the above are important indicators 
of preliminary reactions to the silent revolu
tion. 

III. From the Washington consensus to the 
Lattn American consensus 

Both the silent revolution that is occur
ring in Latin America today in Une with 
similar changes all over the world, and the 
results that have begun to emerge, leave us 
with food for thought. Have we arrived at a 
definitive formula that will enable Latin 
America to overcome its economic stagna
tion and move toward sustained development 
in future? To what extent are the reforms 
being undertaken by our countries a re
sponse to the influence of international fi
nancial organizations? Finally, will the 
Washington consensus, centered as it is 
around economic reforms, be suCficient to 
ensure a positive response to that question? 

As to the first, economic history and devel
opment experience have shown us that there 

are no magic formulas or absolute models to The second challenge is social. Overwhelm
guide these processes. One of the factors that ing poverty and social misery continue to 
has most compromised the political and eco- exist in Latin America. Of course such prob
nomic evolution of Latin American coun- lema cannot be solved in the short term, but 
tries is the tendency to attribute a kind of their continued existence could undermine 
ideological aura to policies that seem appro- the very objectives of economic trans
priate at a given time. Any policy is, by defi- formation and the consolidation of democ
nition, a response to particular cir- racy. Absolutely essential in the present cir
cumstances. Only historical materialists and cumstances, then, are policies that ensure 
the most extreme liberals have thought the intelligent use of available resources to 
themselves capable of predicting or ending solve social problems, not only to maximize 
history. But history is in ceaseless nux, gen- their effectiveness without disturbing mac
erating different experiences, giving rise to roeconomic equ111brium, but also to make 
new phases and situations that call for a spe- their use more and more eCficient and fo
cific response. That is why I do not believe cused. In other words, we are convinced that 
there is a single definitive formula for tak- using social spending properly is just as im
ing on the problems of the world or those of portant as increasing it. As Tocqueville said, 
Latin America. a need becomes unbearable when one knows 

Nor do we think that the various formulas . that it can be satisfied. I sincerely believe 
now being implemented in the countries of that some of the region's more distressing 
the region toward recovery are exclusively a social problems can be solved, even within 
response to the recommendations made by the current Umitations of the Latin Amer
the financial organizations in Washington. lean economy. For this to occur, social is
One of the most remarkable characteristics sues must be included in the explicit objec
of this stage is the trend toward a conver- tives of the economic policies of each coun
gence in the development policies pursued by try: that is the only way to effectively make 
the countries in the region, both in terms of them a fundamental element or overall eco
their leaders' records and in the fact that nomic strategy. Economic etficiency without 
those policies coincide with the reo- social etficiency would mean having econ
ommendations of the international financial omy without society. And social etficiency 
organizations, with which a new, more con- without economic efficiency would mean 
structive dialogue has been established in re- having society without economy. The great 
cent years. True, the international organiza.- challenge of a Latin American consensus is 
tiona have contributed much to the policy- to find a balance between the two, between 
setting process, but in my view the policies the current circumstances and the means 
are fundamentally a response to t.he silent 
revolution that is being carried out, in var- available to us. 
ious ways, by the countries themselves, their The t~rd challenge has to do with Latin 
leaders, and their societies. America s international position. Latin 

With respect to the effectiveness of the America needs to define its position within 
proposed measures, I would venture to say in the modern world. New poss1b111t1es for 
present circumstances that the ingredients international relations, have opened up in 
of the Washington consensus, the outcome of recent times. The most significant, without 
the past years' experiences, are a necessary a doubt, is the Enterprise for the Americas 
but not sufficient component of a develop- initiative put forward by the President of 
ment pattern that must be responsive to our the United States. Under the initiative, the 
historical experiences and to our social and region is invited to form free trade areas 
political way of life. In addition to support- that could some day create a kind of com
ing the reforms under way, then, and seeking mon market encompassing both the north 
to achieve economic eCficiency, certain other and the south of our American continent. 
measures need to be implemented that have The challenge is formidable, but the opportu
to do with political conditions, the social sit- nities are equally impressive. Preparing for 
uation, and the institutional structure of the this undertaking implies a clear awareness 
countries in the region. that Latin American integration will have a 

The challenges facing the region will need stronger footing through this opportunity. 
to be tackled jointly through the reforms in- Perhaps for this reason we have seen the re
dicated, if we truly wish to maintain long- cent emergency of integration models that 
term sustained growth as well as the equity are more pragmatic than in the past, more 
and social justice consistent with political oriented toward a competitive integration 
stab111ty and the final aim of development. with the global economy through the reduc-

The first challenge is a political one. The tion of tariffs-an integration that will sup
economic reforms introduced by our coun- port a new way of relating internationally, 
tries have coincided with their return to de- as with the Enterprise for the Americas ini
mocracy. Alternating democratic govern- tiative. That initiative, we would point out, 
ments and the party system will be essential is the first U.S. Attempt to stimulate inte
to the workings of the polltical systems pre- gration in the Latin American region. We be
vailing in the countries in our region. But lieve that integration could represent a pow
those reforms, by definition, assume a cer- erful instrument for use by our countries to 
tain time period and require an "economic exploit the opportunities offered by 
time" that does not always coincide with globalization, if the region is to take advan
"political time". Accordingly, in addition to tage of the comparative advantages bestowed 
realizing from the outset that such reforms upon it by history, geography and past expe
will need longer time periods to take root rience. I believe this is one of the major is
and mature, we must also recognize that a sues facing us, and it is essential that were
basic political consensus will have to be define our international position in terms of 
achieved in each country on certain the potential underpinning of integration 
uncontested matters upon which economic processes as they are currently taking shape 
growth can be built in future. One compo- in the region. 
nent of economic consensus is therefore to The fourth challenge is institutional in na
secure major political agreements that make ture. We noted earlier that the question of 
it possible to ensure the continuation of cer- the public sector is central to economic re
tain measures without threatening the form. I believe the matter goes beyond pub
democratic functioning of our institutions or lie-sector reform alone and involves a whole 
the inevitable alternation of our govern- reconstruction of our institutional system. 
ments. One of the most negative results of the cri-
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sis-and of inflation in particular-has been 
the destruction of traditional institutions in 
the broadest sense, and a weakened capacity 
for public-sector action on all levels, both di
rect and indirect, macroeconomic and regu
latory, and in its inescapable responsibility 
for such areas as education or social secu
rity. As well as the issue of public-sector re
form and efficiency, therefore, we need to be 
concerned about strengthening the various 
social and economic agents and developing 
human resources to enable them to deal effi
ciently with the new problems of develop
ment. Public-sector reform is an essential 
component of the overall reform we men
tioned earlier, and improving education is 
one of its main objectives. 

Finally, another reform that is closely re
lated to the preceding one is the strengthen
ing of the role of the private sector and the 
various agents of the State, based on the re
sponsibility incumbent on the community in 
Latin American economies. It is now widely 
recognized that the private sector plays a 
predominant role in the region's economic 
development, not only through its creative 
dynamics but also because it sustains, large
ly on its own the capitalization effort re
quired by our countries, whose governments 
do not have access to sufficient capital. It is 
essential to have a clear definition of the 
rules, in order to generate a more positive 
climate for private investment and as a basis 
for a new alliance between the public and 
private sectors. Past experience, in Europe 
and in southeast Asia, shows this to be one 
of the major pillars of economic development 
from a comparative point of view. 
IV. Latin America in the international context 
The challenges just outlined are specific to 

our region, and meeting them will make it 
possible to reconcile the international vision 
with a Latin American one in which develop
ment, sustained on a solid regional consen
sus, will be economically and socially fea
sible. 

Latin America is part of the current inter
national scene. Along with the recognition of 
a regional consensus, Latin America must 
acknowledge the sweeping changes taking 
place in the world as a whole. International 
society has been transformed in ways so pro
found and with prospects so far-reaching as 
to be unparalleled in post-war history. 
Alongside the crisis in the Communist sys
tem we are seeing a new openness to broad 
understandings to consolidate peace and 
gradually reduce arms expenditures made to 
prevent old conflicts. The resulting social 
dividend bodes well for the future of human
ity, as do the extraordinary possibilities for 
political development in international rela
tions. 

Latin America must navigate in these wa
ters using its own maps and, today more 
than every before, make its own values pre
vail. In these times, as the new international 
order faces threats from nationalism, border 
conflicts and minorities with compe111ng 
claims, Latin America has messages to offer 
that are rooted in its most characteristic 
features, laid down throughout its political 
and human evolution. This is a continent 
that has no need to reproduce the acute con
tradictions apparent in other regions in the 
world, one that shows, in fact, an extraor
dinary consistency on many levels. I believe 
that Latin America can contribute to formu
lating new rules that will enable the inter
national community to function better. I be
lieve, also, that the region has everything it 
needs to become a significant focus for inter
national investment, and that its political 
presence will be an equally significant factor 
in the new world order now taking shape. 

V. The role of the media in Latin America 
development 

Unqualified as I am to speak to you on this 
topic, I would like to share a few thoughts 
on the role of the press in this context. The 
press has a special responsibility in present
day Latin America. Political freedom is 
flourishing on a par with economic freedom, 
and both are highly dependent on the infor
mation process. The world is seeing a time of 
political transparency and economic growth 
based primarily on knowledge and informa
tion. 

In addition to the foregoing, which is al
ready accepted in any democratic system, 
the press has a special responsibility with re
spect to the reforms being undertaken in 
Latin America. It has the potential to dis
seminate, explain, and stimulate construc
tive debate to clarify the nature of such re
forms and the costs and benefits of the var
ious options. In order for political and eco
nomic agents-and citizens generally-to 
take an active part in the new stage of devel
opment, they must be adequately informed. 
In fact, recent proposals on the development 
priorities in the region underscore the devel
opment of human resources, a task in which 
the media have an important part. From this 
point of view, the press can respond to the 
demand for information on the new items on 
the agenda tor global and regional develop
ment, such as economic modernization, pub
lic-sector reform, the international position
ing of our countries, ways to improve equity, 
educational challenges, and environmental 
protection, among others. 

As well, the press is the natural vehicle for 
opening up our countries to the outside 
world, for we live in a global and simulta
neous village in which everything affects ev
erything else. In the interconnected and 
competitive world of today, those who know 
what is happening in other countries-how 
their societies and economies are evolving, 
how their businesses work and the tech
niques they employ-have an enormous com
parative advantage over those who are iso
lated or ill-informed. It follows that the 
media have a singular opportunity to con
tribute to the dissemination and trans
parency of the new ideas, new knowledge, 
new techitologies and new markets so crucial 
to the development process in Latin Amer
ica. 

I would like to close on a note of hope for 
the course of the Latin American economy 
in the nineties, one that is borne out by re
cent projections made by international eco
nomic organizations, including the Bank. It 
is a hope sustained by many years of work
ing in the region, observing and bearing wit
ness to many illusions and an equal number 
of disappointments-a hope upheld above all 
by the impressive consensus that has arisen 
in the region in recent years on what should 
form the foundation for sustained and equi
table economic development. That consensus 
is being built upon an understanding of the 
hard lessons learned in the eighties in Latin 
America and the changes sweeping the rest 
of the world. 

Nothing has been more central to public 
opinion in the region, particularly among 
the least fortunate, than a recognition of the 
social costs involved in the inflationary ex
cesses of the past years and of the essential 
value of proper macroeconomic management 
and austere fiscal policy in protecting living 
standards. Nothing has been more revealing 
for public opinion than the crisis of the 
State in the Socialist countries, in order to 
assess the limits of the role we wish to ac
cord the public sector within our own econo
mies. 

Lessons from inside the region and abroad 
have been assimilated by leaders who are 
less ideologically oriented, more pragmatic 
and more committed to a serious effort to 
adjust economies and modernize production. 
In most countries this is possible thanks to 
a degree of social tolerance which may be at
tributable to adjustment fatigue and a desire 
to seek definitive ways of overcoming the 
crisis but which nevertheless has limits that 
must be recognized if we are to avoid social 
hopelessness. 

Generally speaking, the objectives and in
struments of the changes being undertaken 
in our countries are very similar in nature, 
even though their pace and scope may differ, 
and thus their degrees of success. 

This is generating a new phenomenon: op
portunities to work together both inside and 
outside the region tend to come up between 
those countries where reforms have taken 
place at the same speed and are similar in 
scope. Doors are being opened to regional co
operation and international opportunities 
based not only on the region's history or ge
ography but on the degree of maturity and 
compatib111ty of the reforms. The recent free 
trade agreement between Mexico and Chile is 
an outstanding example of the possib111ties 
offered by compatible economic programs. 
The free trade agreement between Mexico 
and the United States is another. These in
stances deserve reflection and stimulus from 
the international community with respect to 
those countries struggling to achieve stabil
ity and structural change. 

All these signs of hope, however, cannot 
conceal the risks involved: the risk of sim
plification and the specific political and so
cial dangers. 

The most serious simplification would be 
to fall into the temptation of thinking that 
everything in the past was bad and every
thing we believe today will be good. If there 
is a lesson to be learned from a difficult half
century of searching for answers to the prob
lems of development, it is that we need to 
approach them with humility, for they are 
much more complex than even we thought at 
the outset. 

The political danger will ensue if economic 
reforms are not accompanied by a reform of 
political institutions and greater citizen par
ticipation, to strengthen our democracies 
and establish within them the necessary 
basic consensuses of which we spoke earlier. 

The social danger, that support will be 
lacking for these processes, will arise if we 
are not capable of dealing rapidly with the 
most pressing problems caused by the social 
debt that is weighing down our countries. 

Once again, Mr. President, I would like to 
thank you and the Inter-American Press As
sociation for giving me the opportunity to 
share these thoughts with you.• 

SALUTING THE NATIONAL COUN
CIL OF JEWISH WOMEN OF 
GREATER KANSAS CITY 

• Mr. BOND. Mr. President, I rise 
today to urge my colleagues in the U.S. 
Senate to join me in paying tribute to 
a remarkable volunteer agency that 
has served the needs of childern and 
families. I am speaking of the National 
Council of Jewish Women of Greater 
Kansas City. 

The National Council of Jewish 
Women is deserving of special recogni
tion for their court appointed special 
advocate [CASA] project. The council 
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recruits, trains, and supervises volun
teers who advocate for the best inter
est of abused and neglected children in 
juvenile court proceedings. The council 
is also actively involved in projects ad
dressing teenage pregnancy and moth
erhood, child sexual abuse prosecution, 
establishment of a telephone network 
for Parents Anonymous, day care re
sources, and domestic violence court 
proceedings. The National Council of 
Jewish Women has benefited literally 
thousands of children and, therefore, 
are deserving of special recognition. I 
congratulate the National Council of 
Jewish Women as recipient of the 1991 
March of Dimes "Make a Difference" 
Award. 

I join today with the Greater Kansas 
City Area March of Dimes to honor the 
many unsung heroes who daily make a 
difference in the quality of life in the 
area of maternal and children's hel3.lth. 
We salute those whose enthusiasm and 
deeds bring good to the community in 
ever-increasing measure. When we give 
of ourselves, we experience the renew
ing power of life.• 

ALCOHOL AND DECISIONS 
PROGRAM 

• Mr. DURENBERGER. Mr. President, 
I rise today to commend the University 
of Minnesota-Dakota County Extension 
Service's Alcohol and Safety Decisions 
Program. Not only has this program 
proven effect! ve in training young 
adults to educate their peers as to the 
dangers of alcohol, but it has also re
ceived the support of public officials 
ranging from the Dakota County Sher
iff's Department to the Governor of 
Minnesota. 

As stated in the Hastings, MN, Star
Gazette: 

The Alcohol and Safety Decisions program 
trains teens in grades eight through 12 in 
leadership and prevention skills. The teens 
then present a three-class curriculum to 
fourth- and fifth-grade students in school 
about dealing with peer pressure and how to 
make wise decisions about the use and abuse 
of alcohol. This year, the Alcohol Decisions 
program has trained over 300 teen teachers 
and has reached nearly 3,000 fourth-, fifth-, 
and sixth-grade students in Dakota County. 

As the youth of America face the 
challenges of everyday life, programs 
such as the one in Dakota County pro
vide a vital service by making use of 
one's peers to point out the hazards of 
alcohol abuse and the effects it can 
have on a young life. 

Mr. President, again I commend the 
Dakota County Extension Service on 
its efforts to provide our young people 
with preventive education, and I thank 
them on behalf of the many individuals 
whose lives have been touched by this 
remarkable approach.• 

TRIBUTE TO DR. SAMUAL U. 
RODGERS 

• Mr. BOND. Mr. President, I rise 
today to urge my colleagues in the U.S. 

Senate to join me in paying tribute to 
a humanitarian who has provided re
markable service in the area of quality 
health care for the poor. I am speaking 
of Dr. Samual U. Rodgers. 

Dr. Samual U. Rodgers has instituted 
his vision by developing and imple
menting programs which address cur
rent health care needs of the commu
nity through integrity and commit
ment. For well over 40 years, Dr. Rod
gers has worked closely with legisla
tors, community leaders, and health 
care professionals as a voice for the 
poor. I congratulate Dr. Rodgers as re
cipient of the 1991 March of Dimes 
Make a Difference award. 

I join today with the Greater Kansas 
City Area March of Dimes to honor the 
many unsung heroes who daily make a 
difference in the quality of life in the 
area of maternal and children's health. 
We salute those whose enthusiasm and 
deeds bring good to the community in 
ever increasing measure. When we give 
of ourselves, we experience the renew
ing power of life.• 

RETffiEMENT OF HARRIET HEALY, 
UNIVERSITY OF NORTHERN IOWA 

• Mr. GRASSLEY. Mr. President, I just 
wanted to make note of the recent re
tirement by a wonderful lady, Harriet 
Healy, from the University of Northern 
Iowa. Harriet worked 14 years in the 
special education department as ad
ministrator of the Northern Iowa In
structional Laboratory. She has 
trained and inspired countless number 
of students, helping to maintain the 
national reputation UNI has in edu
cation. In addition to her instructional 
duties, Harriet successfully raised 
money for the Catholic student center 
at UNI. 

Although retired from the university, 
Harriet will continue to benefit society 
with her efforts as a member of the 
Iowa Campaign Disclosure Commis
sion. 

Harriet, her husband, Dr. John Healy, 
and their four children have been 
friends of mine for several years. I 
would like to give Harriet my best 
wishes and congratulations.• 

TRIBUTE TO KANSAS CITY-WYAN
DOTTE COUNTY HEALTH DE
PARTMENT 

• Mr. BOND. Mr. President, I rise 
today to urge my colleagues in the U.S. 
Senate to join me in paying tribute to 
a remarkable health care agency that 
has provided outstanding service in the 
area of quality health care for high
risk prenatal patients. I am speaking 
of the Kansas City-Wyandotte County 
Health Department. 

The Wyandotte County Health De
partment has developed an innovative 
and successful high risk prenatal pro
gram originating in 1968, which has 
been lauded by the health care indus-

try. Using a multidisciplinary ap
proach and providing unique services 
including: Transportation, social sup
port counseling, and home visiting. Dr. 
Dannie M. Thompson, Margaret Daly, 
RN, ARNP, and staff have made out
standing progress in the treatment of 
at-risk women. Because of the team
work, commitment, and compassion 
the health care professionals at the 
Wyandotte County Health Department 
have demonstrated that they are de
serving of special recognition. I con
gratulate the Wyandotte County 
Health Department as recipient of the 
1991 March of Dimes Make a Difference 
Award. 

I join with the Greater Kansas City 
Area March of Dimes to honor the 
many unsung heroes who daily make a 
difference in the quality of life in the 
area of maternal and children's health. 
We salute those whose enthusiasm and 
deeds bring good to the community in 
ever increasing measure. When we give 
of ourselves, we experience the renew
ing power of life.• 

TRIBUTE TO ARCHBISHOP JOHN R. 
ROACH 

• Mr. DURENBERGER. Mr. President, 
when searching for admirable Ameri
cans, we need look no further than in 
our own communities. Indeed, it seems 
that deeds of great magnitude are done 
only by people we don't know, from 
places remote and distant from the 
places we know and love. It's easy to 
overlook greatness when we have it 
close at hand. 

I rise today to pay tribute to a great 
Minnesotan, a product of the beautiful 
prairie and Minnesota River Valley of 
Prior Lake and Shakopee. My friend, 
Archbishop John R. Roach, is the 
model of a great leader: Compas
sionate, intelligent, a man of the peo
ple, and full of good humor. I congratu
late him as he celebrates his 70th birth
day, his 45th anniversary as a priest 
and his 20th year as a bishop. For 16 
years, he has been the spiritual leader 
and friend of 652,000 Catholics in the 12-
county, 224-parish Archdiocese of St. 
Paul and Minneapolis. 

Archbishop Roach has dedicated his 
life to service as a pastor, an educator, 
an adviser, and an administrator, and 
he has been a national and inter
national force in today's American 
Catholic Church. Archbishop Roach has 
touched the spiritual and secular lives 
of public and private individuals, fami
lies, urban and rural communities. 

For 22 years, Archbishop Roach has 
lived out his commitment to edu
cation. He began his career as a teach
er and became headmaster at St. 
Thomas Academy, in St. Paul, MN. His 
expertise has been sought by many 
education associations. Archbishop 
Roach has held leadership positions for 
many of these organizations including 
the advisory committee of the North 
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Central Association of Colleges and 
Secondary Schools, chairman of the 
National Catholic Education Associa
tion Board, member of the Bishops and 
Catholic College and University Presi
dents Committee, member of the board 
of trustees of the Catholic University 
of America, advisory committee of the 
College Entrance Examination Board, 
president of the Association of Military 
Colleges and Schools of the United 
States, president of the Minnesota 
Catholic Education Association, and 
the chairman of the Committee on Ac
creditation of Private Schools in Min
nesota. Currently, he is on the board of 
directors for the University of St. 
Thomas and a trustee for the St. Paul 
Seminary School of Divinity and St. 
John Vianney Seminary. He also holds 
honorary degrees from a variety of in
stitutions of higher education includ
ing Gustavus Adolphus College, St. 
Peter, MN, St. Mary's College, Winona, 
MN, and Villanova University, 
Villanova, PA. 

On October 17, WCCO Radio saluted 
Archbishop Roach saying: 

During his tenure there have been signifi
cant developments in programs and services 
offered through the local Catholic Church. 
Catholic Charities has expanded its services 
in response to the growing needs of women 
and children, the homeless and the hungry, 
the aging and the immigrant. A housing af
nliate, Westminster Corporation, was start
ed and h&s developed and/or manages more 
than 2000 units of safe, affordable housing for 
f'am111es and individuals. New or expanded 
set'Vices include AIDS Ministry, ministries 
to minorities, and the first U.S. diocese to 
establish a Commission on Women. Arch
bishop Roach is active in formal dialogue 
with leaders of other faiths, and this past 
year signed a formal covenant with the 
Evangelical Lutheran Church in this area. 

Archbishop Roach is known for his 
ability to bring together people from 
many disciplines to discuBS issues and 
solve problems. He had a hand in pub-

, lishing several pastoral letters regard
ing social justice, parent/teen commu
nication, and teens and sexuality. 
When he was president of the National 
Conference of Catholic Bishops, Arch
bishop Roach spearheaded the publica
tion of two letters that demonstrate 
the wide scope of his knowledge: "Eco
nomic Justice for All," 1986; and "The 
Challenge of Peace: God's Promise and 
Our Response," 1983. 

Through his life, Archbishop John R. 
Roach has fulfilled a high purpose. 
There is no greater achievement than 
strengthening your community and the 
lives of the people you touch. Friends 
are a blaBBing, and Archbishop Roach is 
a true friend.• 

MS. KAREN WATTS, 
HUMANITARIAN 

• Mr. BOND. Mr. President, I rise 
today to urge my colleagues in the U.S. 
Senate to join me in paying tribute to 
a humanitarian who has provided re-

markable service caring for highrisk 
expectant mothers. I am speaking of 
Ms. Karen Watts. 

Karen Watts has served as a health 
care provider, administrator, and liai
son for doctors and patients. Her care 
goes far beyond her professional posi
tion with Healthdyne Inc. Karen is a 
motivating force in a number of health 
care committees and nonprofit pro
grams. She has done a great deal to ad
vance day care and corporate wellness 
programs. The enthusiasm and dedica
tion that Karen Watts possesses is de
serving of special recognition. I con
gratulate Karen Watts for making the 
first annual 1991 March of Dimes Make 
a Difference Award, a truly wonderful 
experience. 

I join today with the Greater Kansas 
City Area March of Dimes to honor the 
many unsung heroes who daily make a 
difference in the quality of life in the 
area of maternal and children's health. 
We salute those whose enthusiasm and 
deeds bring good to the community in 
ever increasing measure. When we give 
of ourselves, we experience the renew
ing power of life.• 

UNEMPLOYMENT INSURANCE 
• Mr. MITCHELL. Mr. President, last 
Friday the Labor Department reported 
that the unemployment rate rose 
again. The index of leading economic 
indicators fell slightly. Both facts indi
cate that the receBBion is not over. 

Inste:A.d, it is continuing. The down
turn that began in July 1990 continues 
to sap the economy. It has been throw
ing Americans out of work for 16 
months. In the past month alone, more 
than 400,000 working Americans have 
put in applications for unemployment 
insurance each week, and there is no 
end in sight. 

The Democratic Congress has re
sponded. We have twice acted to reform 
the unemployment insurance system. 
The system needs reform. It does not 
help the 3 million Americans who are 
going to exhaust their unemployment 
compensation this year, nor is it per
forming the function of maintaining 
purchasing power in hard-hit commu
nities. Today each plant closing or 
worker cutback means lost sales for 
local retailers and other businesses. 

And for those out of work for months 
on end, the system does not provide 
what it used to provide in every reces
sion for the last half-century: 

Extended insurance so people do not 
have to exhaust their savings and 
bankrupt themselves waiting for the 
economy to turn up again. 

The Democratic CongreBS has acted 
twice to provide extended insurance 
coverage. The first time around, the 
President ignored the bill. The second 
time around he vetoed it. 

Now, at long last, he has begun to see 
what American workers have faced for 
more than a year. The President has 
now seen that there is a recession. 

Now he says he wants to act but he 
does not have a plan of his own. So he 
has asked the Democratic CongreBB to 
provide him with one. 

I have a suggestion. Several Demo
crats have offered suggestions. Senator 
BENTSEN has made one proposal which 
I have advised him and the Speaker of 
the House I will support. My preference 
is that we freeze foreign aid for the 
next 4 years and use that money for 
Americans instead. 

Freezing foreign aid would leave it 
with the same amount of money it has 
today, no less. I am not suggesting a 
cut. The foreign aid freeze would actu
ally generate savings larger than need
ed for the extension of unemployment 
benefits. Funds would be available to 
honor our commitments to important 
foreign policy goals. 

It would not affect grain sales to the 
Soviet Union and there would be suffi
cient funds to accommodate loan guar
antees to Israel 

The foreign aid freeze would provide 
funds for what I think is a more impor
tant priority-the needs of Americans 
families and workers here in America. 
Unfortunately, although the President 
says he sees a problem, although he 
says he wants to solve it, although he 
says we should find a way to solve it 
that does not add to spending, he does 
not want to freeze foreign aid to do it. 

Extended unemployment insurance is 
not, according to President Bush, an· 
emergency, so he will not declare an 
emergency to finance it, although he 
has declared emergencies for Iraq, Tur
key, and elsewhere. 

But he will not do it for Americans. 
He demands the insurance be paid for, 
but he will not pay for it by holding 
foreign aid spending levels. 

The President keeps saying he does 
not want to bust the budget agree
ment. But it was his insistence that 
the budget agreement protect foreign 
aid spending. Congress did not want 
that. President Bush demanded it. An 
agreement that locks us into helping 
foreigners when Americans are in trou
ble is an agreement that begs to be 
changed, but the President resists. 

Spending on foreign aid has grown by 
leaps and bounds under President Bush 
and Reagan. CongreBS has not forced 
President Bush to spend his attention 
and our tax dollars on foreign coun
tries. Congress did not insist on mak
ing foreign aid spending sacrosanct in 
last year's agreement. President Bush 
did. 

In the area of foreign aid and State 
Department operations, the areas I 
want to see frozen, we have had a 60 
percent increase in State Department 
funding, after inflation, in the last 10 
years. 

The Department of State payroll has 
grown by nearly 4,000 persons under 
Reagan-Bush management. Do we need 
every one of those bureaucratic posi
tions? 
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But he will not accept the common

sense idea of freezing that budget. 
When the people of the United States 

face an emergency-and this recession 
is an emergency for close to 8lh million 
of our fellow citizen~we have a right 
to expect that American tax dollars 
will flow first to our own people. But in 
the meantime, American taxpayers are 
still sending upward of $16 billion a 
year to some 140 different countries. 

In 2 weeks time, the President will be 
traveling in the South Pacific for a 
couple of weeks. Before he leaves for 
the South pacific, he should sign into 
law an unemployment extension bill, 
so that the jobless here in the United 
States facing the winter do not have to 
do so without income. 

I hope that before he heads for the 
South Pacific, the President will also 
give careful thought to the idea that 
the needs of Americans ought to take 
priority over the needs of foreigners 
when it comes to spending tax dollars.• 

COMMENDING MS. SHARON 
TURNER-JACKSON 

• Mr. BOND. Mr. President, I rise 
today to urge my colleagues in the U.S. 
Senate to join me in paying tribute to 
a humanitarian who has provided re
markable service through the Greater 
Kansas City March of Dimes. I am 
speaking of Ms. Sharon Turner-Jack
son. 

Ms. Turner-Jackson's devotion to the 
mission of the March of Dimes is a tre
mendous asset. Sharon goes the extra 
mile for those in need and has had a 
very positive influence on those she 
works with. The service Sharon has 
given while at Truman Medical Center 
and the several boards that she served 
on to improve the quality of life for 
families makes her deserving of special 
recognition. I congratulate Sharon 
Turner-Jackson for making the first 
annual 1991 March of Dimes Make a 
Difference Award a truly wonderful ex
perience. 

I join today with the Greater Kansas 
City Area March of Dimes to honor the 
many unsung heroes who daily make a 
difference in the quality of life in the 
area of maternal and children's health. 
We salute those whose enthusiasm and 
deeds bring good to the community in 
ever increasing measure. When we give 
of ourselves, we experience the renew
ing power of life.• 

FffiSTS IN PLANETARY 
EXPLORATION 

• Mr. FOWLER. Mr. President, October 
29, 1991 bore witness to two firsts for 
our Nation's program of planetary ex
ploration. Two of NASA's robot plan
etary explorers accomplished feats 
which would have been hard to imagine 
only a few decades ago. 

The first global maps of Venus, taken 
by the Magellan spacecraft orbiting the 

planet, were released by the Jet Pro
pulsion Laboratory. Through sulfuric 
acid clouds and an atmosphere hot 
enough to melt lead, Magellan's radar 
has revealed a dynamic planet of 
unimagined complexity. Created by 
piecing together hundreds of radar im
ages of Venus taken over a 14-month 
period. The global maps suggest that 
Venus has apparently been almost 
completely resurfaced by volcanic 
erruptions. Venus' second highest 
mountain, Maat Mons, may even be 
covered with lava less than 10 years old 
from an active volcano. Fifteen-mile
diameter pancake domes, about a half 
a mile high, may have resulted from 
highly viscous lava erupting from 
vents in the crust. Other lava flows 
have extended hundreds of miles in 
eruptions that may have lasted for cen
turies. These vast quantities of molten 
rock, flowing like water, created chan
nels that resemble river and creek beds 
on Earth. But if Venus ever had real 
water, it was long before its surface 
temperature reached its current 900 de
grees Fahrenheit. 

To date, the only places in the solar 
system known to have active volcanoes 
are Earth, Jupiter's satellite Io, and 
Neptune's Triton. According to Magel
lan project scientists, we now have a 
better global map of Venus than of the 
Earth. 

October 29 also marked another space 
first in the world of exploration. The 
Galileo spacecraft, on its way to Jupi
ter, became the first spacecraft to fly 
by an asteroid. On its way to orbit the 
giant planet Jupiter, Galileo passed 
within 1,000 miles of the asteroid 
Gaspra, moving at a relative velocity 
of 17,900 miles per hour. An oblong 
body about 8 miles long, Gaspra may be 
a remnant of the primitive material 
from which the solar system formed 4.6 
billion years ago. This encounter 
marks a milestone in the history of 
space exploration, for until recently, 
no man-made object has ever passed 
close to an asteroid. Instead, scientists 
have been forced to study asteroids 
through ground-based telescopes. 

Galileo's encounter with Gaspra took 
place almost 225 million miles from 
Earth and 205 miles from the sun; 
amazingly, the spacecraft arrived with
in Ph seconds of the expected arrival 
time and only about 3 miles from 
where scientists and engineers ex
pected it to be. Given the overall 
harshness of the space environment 
and the phenomenal distances and 
travel times involved, this is a remark
able accomplishment. NASA and the 
team from the Jet Propulsion Labora
tory deserve the highest of praise for 
these two space firsts. 

This is not the first time our pro
gram of planetary exploration has been 
brilliantly executed. These missions 
build on a rich heritage of U.S. plan
etary exploration dating back to the 
early 1960's. Since Mariner 2 visited 

Venus in December 1962 and Mariner 4 
returned the first closeup views of 
Mars in July 1965, the United States 
has been actively engaged in the explo
ration of the solar system. Three suc
cessful Ranger missions, seven Survey
ors, and five Lunar Orbiters preceded 
the Apollo missions to the Moon. In 
November, 1971, Mariner 9 first re
vealed the utter complexity of Mars 
and provided sound evidence that the 
planet, cold and dry today, may once 
have had a much warmer, wetter, and a 
climate suitable for life. This mission 
in turn paved the way for the more de
tailed and spectacular results of the 
Viking landers and orbiters in the mid-
1970's. 

Pioneers 10 and 11 led the way into 
the outer solar system in the 1970's vis
iting Jupiter and Saturn, and exploring 
the interplanetary medium. They were 
followed by Voyagers 1 and 2, which 
from 1979 to 1989 revealed, planet by 
planet, a series of worlds, ring systems, 
and moons that have caught the 
public's imagination and provided an 
unanticipated wealth of information 
and scientific detail. 

The next planetary mission will be 
Mars Observer, scheduled to launch in 
September 1992. Mars Observer will 
orbit the red planet, obtaining detailed 
measurements of its geochemistry and 
mineralogy, sounding its atmosphere, 
measuring its magnetic field, and ob
taining high resolution images of its 
surface. Mars Observer will build on 
the results of the Viking mission of the 
1970's, which revealed spectacular de
tails of Mars' vast canyons and giant 
volcanoes, and evidence of ancient 
lakes and river channels whose water 
may once have supported life. This 
mission will enable further exploration 
planned for the late 1990's and early 
next century. 

Mars Observer will be followed by 
CRAF/Cassini. Endorsed by advisory 
committees of the National Research 
Council, these coupled missions sched
uled for launch in the mid-to-late 
1990's, are an integral part of our ongo
ing program of planetary exploration. 
They are an integral part of NASA's re
search mission, the systematic explo
ration of the solar system, and have 
been approved by Congress. CRAF 
[comet rendezvous asteroid flyby] will 
be the first comet spacecraft to ren~ 
dezvous with a comet in the outer solar 
system, and fly in formation as the 
comet swings toward the sun. A ren
dezvous has a series of advantages over 
fast flyby missions. Changes in the 
comet can be studied, including the de
velopment of its tail and coma, as it 
approaches and then recedes from the 
Sun. Complete mapping of the comet 
nucleus can be carried out, under a va
riety of lighting conditions and at var
ious distances from the comet. Com
etary dust and gas can be collected at 
speeds low enough so that their grains 
and molecules are not destroyed in im
pact with the spacecraft. 
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Cassini will be the first spacecraft to 

orbit the planet Saturn, examining the 
planet, its icy satellites, and its mys
terious, cloud-shrouded moon Titan. 

Not only ..is CRAF/Cassini a vital ele
ment in the U.S. program of planetary 
exploration, but it is also a paradigm 
for the conduct of cost effective mis
sions with high science return. CRAF 
and Cassini are two closely inter
related missions using the new Mariner 
Mark n spacecraft design. The fact 
that they share nearly identical space
craft designs has resulted in significant 
cost savings. The cost effective nature 
of the joint mission is attributable to 
five factors: Nearly identical space
craft; same management and test 
teams; a single mul timission ground 
system; a common instrument design 
for nearly half the instruments; cost
sharing on both mission&-Germany 
and the European Space Agency will 
share costs on Cassini; Italy will cost 
share on both. 

The international collaboration on 
CRAF/Cassini has significantly reduced 
the cost of the mission, while at the 
same time broadened the scope of the 
science investigations. Germany will 
provide the major components of the 
propulsion system, in addition a major 
portion of the CRAF payload. Italy will 
provide the spacecraft antenna hard
ware for both spacecraft and major ele
ments of the Cassini science payload. 
The European Space Agency will pro
vide the probe which will be carried by 
the Cassini spacecraft into orbit at 
Saturn and, after separation from the 
spacecraft, will enter the atmosphere 
of Titan. In all, there will be a mixture 
of United States and European ele
ments carried on the probe. 

The explorations to be conducted by 
CRAF and Cassini complement each 
other; their subject----commets, aster
oids, Titan and the Saturnian system, 
share a common origin in the outer 
solar system. CRAF/Cassini will also 
investigate processes still taking 
place-processes that reproduce the 
physical and chemical effects that 
must have occurred in the primordial 
solar nebula and the environments 
around the forming planets. 

Our Moon also offers the potential 
for a rich harvest of information, in
cluding how the Earth-Moon system 
was formed, as well as the processes 
that have affected both the Earth and 
the Moon over the history of the solar 
system. NASA is studying a series of 
small spacecraft, called lunar scout, 
that would orbit the Moon, mapping 
lunar crystal composition and mineral
ogy, measuring the gravity field and 
topography, and studying lunar mag
netism. These orbital survey data 
would prepare the way for a resump
tion of missions to the lunar surface, 
and the eventual return of humans to 
the Moon. 

There can be no doubt that our Na
tion's program of planetary explo-

ration has been a stunning success; fur
thermore, relative to other space ven
tures, NASA's robotic planetary explo
ration program bears a relatively low 
cost for an enormously high rate of re
turn. Planetary science has grown rap
idly into a vital research field in its 
own right, and its projects support 
technology development in areas such 
as high-performance communications 
and navigations systems, composite 
materials applications, fault tolerant 
electronics, and sensors such as 
charged coupled devices. It is also crys
tal clear that space exploration is a 
key element of our investment in fu
ture math and science education. There 
is, and continues to be, significant di
rect involvement by the U.S. univer
sity faculty and students in planetary 
exploration. 

However, declining space science 
budgets in the seventies and early 
eighties, the increasing costs of cutting 
edge missions, and the Challenger disas
ter have combined to threaten, if not 
impede, American progress in space 
science and exploration. I believe that 
it is critical that, as a nation, we as
sert our international leadership role 
in this field, and I urge my colleagues 
to continue their support and commit
ment to a balanced NASA program in 
which space science receives an equi
table share of funding.• 

COMMENDING DR. PAUL 
WINCHESTER 

• Mr. BOND. Mr. President, I rise 
today to urge my colleagues in the U.S. 
Senate to join me in paying tribute to 
a remarkable humanitarian who has 
provided remarkable service as a 
neonatoligist doctor at Humana Hos
pital of Overland Park, KS. I am speak
ing of Dr. Paul Winchester. 

Dr. Winchester has displayed out
standing care for high-risk patients 
and their babies. Dr. Winchester has 
made great strides to advance the care 
our doctors are able to provide. It is 
vital to identify high-risk patients 
early on and Paul Winchester's re
sourcefulness and wisdom has improved 
this area of health care. Dr. Winchester 
is endeared by his patients and col
leagues and is deserving of special rec
ognition. I congratulate Dr. Paul Win
chester as recipient of the 1991 March 
of Dimes Make a Difference Award. 

I join today with the Greater Kansas 
City area March of Dimes to honor the 
many unsung heroes who daily make a 
difference in the quality of life in the 
area of maternal and children's health. 
We salute those whose enthusiasm and 
deeds bring good to the community in 
ever-increasing measure. When we give 
of ourselves, we experience the renew
ing power of life.• 

NATIONAL ADOPTION WEEK 
Mr. BOREN. Mr. President, I ask 

unanimous consent that the Judiciary 

Committee be discharged from further 
consideration of Senate Joint Resolu
tion 207, designating "National Adop
tion Week;" that the Senate then pro
ceed to its immediate consideration; 
that the amendment at the desk to the 
joint resolution and the amendment to 
the title be deemed agreed to; that the 
joint resolution be deemed read a third 
time and passed; that the motion to re
consider be laid upon the table; and 
that the preamble be agreed to; further 
that any statements appear at the ap
propriate point in the RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

So, the amendment (No. 1304) was 
deemed agreed to as follows: 

Strike all on page 3, line 5, beginning with 
"Dec." through all of line 7, and insert: "No
vember 24, 1991, and ending on November 30, 
1991, and the period commencing on Novem
ber 22, 1992, and ending on November 28, 1992, 
" 

So, the joint resolution (S.J. Res. 
207), as amended, was deemed read a 
third time and passed, as follows: 

S.J. RES. 'JJJ'l 
Whereas Thanksgiving week has been com

memorated as "National Adoption Week" for 
the past 13 years; 

Whereas the Congress recognizes that be
longing to a secure, loving, and permanent 
family is every child's right; 

Whereas the President of the United States 
has actively promoted the benefits of adop
tion by implementing a Federal program to 
encourage Federal employees to consider 
adoption; 

Whereas approximately 36,000 children who 
may be characterized as having special needs 
such as being of school age, being members 
of a sibling group, being members of a minor
ity group, or having physical, mental, and 
emotional disab111ties are now in foster care 
or in institutions financed at public expense 
and are legally free for adoption; 

Whereas public and private barriers inhib
iting the placement of special needs children 
must be reviewed and removed where pos
sible to assure their adoption; 

Whereas the adoption of institutionalized 
or foster care children by capable parents 
into permanent homes would ensure an op
portunity for their continued happiness and 
long-range well-being; 

Whereas the public and prospective parents 
must be informed that there are children 
available for adoption; 

Whereas media, agencies, adoptive parent 
and advocacy groups, civic and church 
groups, businesses, and industries will pro
vide publicity and information to heighten 
community awareness of the crucial needs of 
children available for adoption; and 

Whereas the recognition of Thanksgiving 
week as "National Adopt ion Week" is in the 
best interest of adoptable children and in the 
best interest of the public generally: Now, 
therefore, be it 

Resolved by the Senate and House of Rep
resentatives of the United States of America in 
Congress assembled, That the period com
mencing on November 24, 1991, and ending on 
November 30, 1991, and the period commenc
ing on November 22, 1992, and ending on No
vember 28, 1992, are each designated as "Na
tional Adoption Week", and the President of 
the United States is authorized and re
quested to issue a proclamation call1ng upon 
the people of the United States to observe 
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each week with appropriate ceremonies and 
activities. 

The title wa.S amended to read as fol
lows: 

To designate the period commencing on 
November 24, 1991, and ending on November 
30, 1991, and the period commencing on No
vember 22, 1992, and ending on November 28, 
1992, each as "National Adoption Week." 

ORDERS FOR TUESDAY 
Mr. BOREN. Mr. President, I ask 

unanimous consent that when the Sen-

49-059 0--96 Vol. 137 (Pt. 20) 29 

ate completes its business today, it 
stand in recess unt119:30 a.m., Tuesday, 
November 5; that, following the prayer, 
the Journal of the proceedings be 
deemed approved to date; that the time 
for the two leaders be reserved for their 
use later in the day; that there then be 
a period for morning business, not to 
extend beyond 10 a.m., with Senators 
permitted to speak therein, with the 
time under the control of the majority 
leader or his designee. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

RECESS UNTll.J TOMORROW AT 9:30 
A.M. 

Mr. BOREN. Mr. President, if there is 
no further business to come before the 
Senate today, I now ask unanimous 
consent that the Senate stand in recess 
as previously ordered. 

Thre being no objection, at 5:46p.m., 
the Senate recessed until Tuesday, No
vember 5, 1991, at 9:30 a.m. 
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HOUSE OF REPRESENTATIVES-Monday, November 4, 1991 
The House met at 12 noon and was 

called to order by the Speaker pro tem
pore [Mr. DERRICK]. 

DESIGNATION OF SPEAKER PRO 
TEMPORE 

The SPEAKER pro tempore laid be
fore the House the following commu
nication from the Speaker: 

WASHINGTON, DC, 
November 1, 1991. 

I hereby designate the Honorable BUTLER 
DERRICK to act as Speaker pro tempore on 
Monday, November 4, 1991. 

THOMAS S. FOLEY, 
Speaker of the House of Representatives. 

PRAYER 
The Chaplain, Rev. James David 

Ford, D.D., offered the following 
prayer: 

As we practice our faith and cele
brate the spiritual heritage of those 
who have gone before, we acknowledge, 
0 God, the richness of our traditions 
and the strength and the hope that 
Your word gives to us. May we grow 
deeper in our own understanding of 
faith, become more aware of the oppor
tunities for service to others and learn 
to appreciate people from other tradi
tions and to see their walk of faith. 
Bless all Your people, 0 God, and give 
them Your peace. Amen. 

THE JOURNAL 
The SPEAKER pro tempore. The 

Chair has examined the Journal of the 
last day's proceedings and announces 
to the House his approval thereof. 

Pursuant to clause 1, rule I, the Jour
nal stands approved. 

PLEDGE OF ALLEGIANCE 
The SPEAKER pro tempore. Will the 

gentleman from California [Mr. 
TORRES] please come forward and lead 
the House in the Pledge of Allegiance? 

Mr. TORRES led the Pledge of Alle
giance as follows: 

I pledge allegiance to the Flag of the Unit
ed States of America, and to the Republic for 
which it stands, one nation, under God, indi
visible, with liberty and justice for all. 

MESSAGE FROM THE SENATE 
A message from the Senate by Mr. 

Hallen, one of its clerks, announced 
that the Senate had passed without 
amendment joint resolutions of the 
House of the following titles: 

H.J. Res. 140. Joint resolution designating 
November 19, 1991, as "National Philan
thropy Day"; 

H.J. Res. 175. Joint resolution to designate 
the weeks beginning December 1, 1991, and 
November 29, 1992, as "National Home Care 
Week"; 

H.J. Res. 177. Joint resolution to designate 
November 16, 1991, as "Dutch-American Her
itage Day"; and 

H.J. Res. 280. Joint resolution to designate 
the week beginning November 10, 1991, as 
"Hire a Veteran Week". 

The message also announced that the 
Senate had passed joint resolutions of 
the following titles, in which the con
currence of the House is requested: 

S.J. Res. 61. Joint resolution to designate 
June 1, 1992, as "Kentucky Bicentennial 
Day"; 

S.J. Res. 81. Joint resolution to designate 
the periods commencing on December 1, 1991, 
and ending on December 7, 1991, and com
mencing on November 29, 1992, and ending on 
December 5, 1992, as "National Home Care 
Week"· 

S.J. Res. 96. Joint resolution to designate 
November 19, 1991, as "National Philan
thropy Day"; 

S.J. Res. 145. Joint resolution designating 
the week beginning November 10, 1991, as 
"National Women Veterans Recognition 
Week"; 

S.J. Res. 157. Joint resolution to designate 
the week beginning November 10, 1991, as 
"Hire a Veteran Week"; 

S.J. Res. 164. Joint resolution designating 
the weeks of December 8, 1991, through De
cember 14, 1991, and October 11, 1992, through 
October 17, 1992, each separately as "Na
tional Job Skills Week"; 

S.J. Res. 174. Joint resolution designating 
the month of May 1992, as "National 
Amyotrophic Lateral Sclerosis Awareness 
Month"; 

S.J. Res. 176. Joint resolution to designate 
March 19, 1992, as "National Women in Agri
culture Day"; 

S.J. Res. 180. Joint resolution designating 
December 1 through 7, 1991, as "Geography 
Awareness Week"; 

S.J. Res. 188. Joint resolution designating 
November 1991 as "National Red Ribbon 
Month"; 

S.J. Res. 197. Joint resolution acknowledg
ing the sacrifices that military families have 
made on behalf of the Nation and designat
ing November 25, 1991, as "National Military 
Families Recognition Day"; 

S.J. Res. 206. Joint resolution to designate 
November 16, 1991, as "Dutch-American Her
itage Day"; and 

S.J. Res. 217. Joint resolution to authorize 
and request the President to proclaim 1992 as 
the "Year of the American Indian". 

PERSONAL EXPLANATION 
Mr. ROWLAND. Mr. Speaker, I ask 

that the RECORD reflect that I was ab
sent from the House last week on Tues
day evening, Wednesday, Thursday, 
and Friday because of a death in my 
family. 

IOWA CITY AND THE NATION 
MOURN THEIR GREAT LOSS 

(Mr. NAGLE asked and was given 
permission to address the House for 1 
minute and to revise and extend his re
marks.) 

Mr. NAGLE. Mr. Speaker, I do not 
come gladly to the floor today. 

On my entry into politics I followed 
the career of three people. Two were 
named Kennedy, and one was named 
King. I have, during my entire life, and 
public life, tried to reconcile what to 
me was incomprehensible: That people 
of reason and compassion would be 
struck down in the prime of their lives 
by irrationality. To me it has always 
been both unfathomable and incompre
hensible. 

I am afraid I come to the floor today 
with a similar message of incompre
hension and, frankly, bewilderment. 

On Friday, in my State, in one of 
those cities in my district, in a univer
sity that I graduated from, five people 
lost their lives in an act of violence 
and madness and irrationality. People 
associated with an intellectual commu
nity. 

Forgive us in Iowa if we've always 
felt-with a certain degree of parochial 
pride-that those kinds of events could 
not happen in our State. And, when 
news of the first event came about, I 
have to admit that we said, "Not Iowa, 
and, surely in all of Iowa, not Iowa 
City." 

Mr. Speaker, the gunman struck 
down three of the Nation's top physi
cists and space research teachers and 
an academic affairs person who devoted 
her life to learning and to teaching. 

The NASA space program has been 
crippled by this loss, but, more than 
that, we perhaps lost the innocent be
lief that somehow we in Iowa were dif
ferent, somehow our intellectual com
munity was different, and we, in fact, 
were creatures of reason. 

These people who searched their life 
for answers and for learning now prob
ably reside in a celestial body. The 
mystery of the universe that they 
sought to explore is now unfolded be
fore them in God's good grace and His 
good judgment. Those who sought to 
teach can now learn the secrets of life, 
and those who sought to learn will 
have that wish fulfilled. 

For those of us who remain behind, 
their loss will always be unabated, our 
sense of innocence now set aside, our 
prayers for their family and hopes for 
their loved ones undiminished. We join, 
in this little 'that we can do, in offering 
them comfort, and offering them our 
support, and offering them our prayers. 

DThis symbol represents the time of day during the House proceedin~, e.g., 01407 is 2:07p.m. 

Matter set in this typeface indicates words inserted or appended, rather than spoken, by a Member of the House on the floor. 
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Mr. Speaker, I would request that the 

House observe a moment of silence for 
the five people who lost their lives and 
the one who remains critically ill in 
Iowa City, in my State, my town, and 
my university. 

[From the New York Times, Nov. 4, 1991) 
THE IOWA SHOOTINGS: PORTRAITS OF THE 

VICTIMS 

IOWA CITY, IOWA, November 3.-Following 
are biographical sketches of the victims in 
the shooting rampage here Friday, drawn 

· from information from the University of 
Iowa and interviews. 

Linhua Shan, 27 years old, was a research 
investigator for the university's Department 
of Physics and Astronomy. He received a 
doctorate from the department in May; his 
dissertation sought to explain the structure 
of the rings of Saturn. 

Mr. Shan, who came from a small town in 
southern China, was a member of the theo
retical space physics group, which had been 
organized by two of the slain professors, 
Christoph K. Goertz and Robert Alan Smith. 
Mr. Shan was married and had no children. 

Robert Alan Smith, 45, came to the univer
sity in 1989 from the Science Applications 
International Corporation, where he had 
been a research physicist for eight years. 

Dr. Smith had published more than 30 sci
entific articles in professional journals and 
was known as a leader in the field of space 
plasma theory. He received his bachelor of 
science degree from Northwestern University 
in 1968 and a Ph.D. from the University of 
Maryland in 1973. He was married and the fa
ther of a six-year-old son. 

Christoph K. Goertz, 47, came to the uni
versity in 1973 as a research associate and 
was appointed a full professor of physics in 
1981. 

Dr. Goertz published more than 150 sci
entific articles and served as editor of the 
journal of Geophysical Research. Earlier this 
year, he had been elected an external sci
entific member of the Max Planck Institute 
for Extraterrestrial Physics in Garching, 
Germany. 

A native of Danzig, Germany, he received 
his bachelor's degree from the Technische 
University Berlin in Berlin in 1969 and his 
doctorate from Rhodes University in Gra
hamstown, South Africa, in 1972. 

Dwight R. Nicholson, 44, came to the uni
versity in 1978 and became a full professor of 
physics in 1986. He had been chairman of the 
Department of Physics and Astronomy since 
1985. 

Active in plasma physics research, Dr. 
Nicholson also published a graduate-level 
textbook on plasma theory. He received his 
bachelor's in physics from the University of 
Wisconsin in 1969 and his doctorate in plas
ma physics from the University of California 
in Berkeley in 1975. 

T. Anne Cleary, 56, was the vice president 
for academic affairs. She came to the univer
sity in 1979 as a professor of educational 
measurement and statistics. 

Dr. Cleary was an authority in educational 
testing and published many articles on the 
subject. Before coming to Iowa. Dr. Cleary 
had been a vice president at The College 
Board, where she had worked since 1971. 

She received her bachelor's from Mar
quette University in Milwaukee and her doc
torate in psychology and statistics from the 
University of lllinois, Urbana. 

Miya Sonya Rodolpho-Sioson, 23, who is 
listed in critical condition, was working 
temporarily as a receptionist in the office of 
academic affairs. 

Ms. Rodolpho-Sioson is an honors student 
at the university, where she majors in Span
ish and Portuguese and global studies. Born 
in the Philippines, Ms. Rodolpho-Sioson re
ceived her American citizenship last month. 

(A moment of silence was observed.) 

TRIDUTE TO JOHN DU CHATEAU 
(Mr. ROTH asked and was given per

mission to address the House for 1 
minute and to revise and extend his re
marks.) 

Mr. ROTH. Mr. Speaker, I rise today 
in honor of John Du Chateau, a· man 
who gave his life helping the commu
nity of Luxemburg, WI. 

On October 23, Mr. Du Chateau died 
of a heart attack while fighting a barn 
fire. Under his leadership, the Luxem
burg Fire Department had been mod
ernized and improved, for the benefit of 
all. 

For over 44 years, John was a mem
ber of the Luxemburg Volunteer Fire 
Department. He gave his time, and 
eventually his own life, helping his 
friends and neighbors. 

In 1990, he was named Fire Fighter of 
the Year by the Wisconsin State Fire 
Fighter's Association. 

During his 14 years as chief of 
Luxemburg's Fire Department he was 
outstanding in all he did, and he did a 
lot. 

John Du Chateau provided .a shining 
example to young and old alike. He 
willingly gave of himself to better his 
community, his county, State, and 
country. 

I offer my heartfelt condolences to 
his friends and especially his family. 
Luxemburg has lost a great friend and 
a fine leader. 

ANNOUNCEMENT BY THE SPEAKER 
PRO TEMPORE 

The SPEAKER pro tempore. The 
Chair desires to announce that pursu
ant to clause 4 of rule I, the Speaker 
signed the following enrolled bills and 
joint resolutions on Friday, November 
1, 1991: 

H.R. 1046. An act to amend title 38, United 
States Code, to increase, effective as of De
cember 1, 1991, the rates of disability com
pensation for veterans with service-con
nected disabilities and the rates of depend
ency and indemnity compensation for survi
vors of such veterans; 

H.R. 2686. An act making appropriations 
for the Department of the Interior and relat
ed agencies for the fiscal year ending Sep
tember 30, 1992, and for other purposes; 

H.J. Res. 281. Joint resolution approving 
the extension of nondiscriminatory treat
ment with respect to the products of the 
Mongolian People's Republic; and 

H.J. Res. 282. Joint resolution approving 
the extension of nondiscriminatory treat
ment with respect to the products of the 
People's Republic of Bulgaria. 

TRIDUTE TO HENRY B. GONZALEZ' 
30 YEARS OF SERVICE 

(Mr. TORRES asked and was given 
permission to address the House for 1 

minute and include extraneous mat
ter.) 

Mr. TORRES. Mr. Speaker, today the 
House enters into the last phase of the 
banking reform bill of 1990. The bank 
reform bill has had the able leadership 
of the chairman of the Committee on 
Banking, Finance and Urban Affairs, 
the gentleman from Texas [Mr. GoN
ZALEZ]. 

Mr. Speaker, I rise today to address 
my colleagues in the House to indicate 
that the gentleman from Texas [Mr. 
GoNZALEZ] today completes 30 years as 
a Member of this House. It is an ex
traordinary record of a man who first 
came to the U.S. Congress 30 years ago, 
in 1961. Prior to that he was a member 
of the city council of the city of San 
Antonio, TX, and served in the latter 
portion of the term as mayor pro tem
pore. In 1957, he was elected as a Texas 
State senator, resigning in 1957 to 
come here to the House. 

Mr. Speaker, I ask my colleagues, all 
my colleagues assembled, to join me in 
wishing the gentleman from Texas [Mr. 
GoNZALEZ] good wishes for the many 
years he has given, not only to this 
House, but to this country, and I am 
including an article which recently ap
peared in Unidos magazine attesting to 
his many deeds for this House and for 
the country. 

The article referred to is as follows: 
HENRY B. GoNZALEZ 

(By Robert Moreno) 
The enigma of Congressman Henry B. Gon

zalez is that he really is no enigma at all. 
Since assuming the Banking Committee 
Chairmanship two years ago, about the only 
concession the combative San Antonio Texas 
lawmaker has made to the well-financed 
banking interests his Committee oversees, 
has been the retirement of his trademark 
"Nathan Detroit" suits in favor of more con
servative pin striped ones. 

Such independence continues to perplex 
and confound the essentially non-minority 
establishment legislators and influence ped
dlers that predominate Congress. 

The enigma, if there ever was one, is that 
after almost 30 years in Congress, Henry B. is 
still un-bought, un-bossed and apparently 
largely unimpressed, with even the leader
ship of his own poll tical party. 

Usually described as a maverick, combat
ive and honest to a fault, Henry B. is the ul
timate outsider who got inside. 

Folks in Texas have known this for years. 
Now that he is arguably one of the most pow
erful Committee Chairmen in the Congress, 
the rest of the country is now receiving regu
lar doses of Henry B.'s Texas tutorial in 
"How to come to Washington and not lose 
your ethics." 

"When Henry B. took over the leadership 
of the Banking Committee I suppose there 
were a lot of folks, mostly those folks who 
didQ't know him and who therefore have 
tended to underestimate him, that Henry 
was going to change", reflects Tony Sanchez, 
Chairman of the International Bank of Com
merce, the largest minority owned bank in 
the United States. 

"I haven't agreed with all of Henry's posi
tions, but I've always known, as I believe all 
Texans know, that he's honest, a man who 
calls them as he sees them. A man who has 
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always brought much needed balance to Con
gress", Sanchez adds. And Sanchez should 
know. He's known Henry B. for over 50 years. 

Today Henry B. Gonzalez is unquestion
ably the most powerful Latino to ever walk 
the halls of Congress. And considering the 
amount of national attention now focused on 
the banking and savings and loan industry 
fiasco, Henry B.'s ascendancy to the Banking 
Committee Chairmanship continues to make 
a lot of powerful financial interests in this 
country nervous. 

Those "interests" are nervous because 
Gonzalez is not part of the Washington 'old 
boy network'; never has been, doesn't want 
to be, never could be. 

The great 'unsaid' in all the negative rhet
oric they expound about his conduct as Com
mittee Chair (his leadership has been chal
lenged twice), is that the Chairman rep
resents an ethnic and cultural difference 
that continues to confound them. He's a non
yuppie Tex-Mex who's not forgotten the bat
tle scars he received fighting civil rights bat
tles in racially divided San Antonio in the 
1950's. 

"You have to understand that Henry B. is 
a product of Jim Crow Texas. He cut his po
litical teeth at a time when Hispanics had to 
take tough, unrelenting stands, against al
most impossible odds, in order to achieve 
their goals. If he appears to be sometimes 
uncompromising, it's because he has had to 
be", explains fellow banking Committee 
member Congressman Esteban Torres, (D)
CA. "But I wouldn't underestimate him as a 
legislator. He probably has the most acute 
appreciation of history and legislative proce
dure of any political leader I know and he 
uses historical acumen to his benefit", 
Torres continues. 

Henry B. doesn't reflect the polish and tact 
of those legions of sometimes too com
promising Hispanics who were churned out of 
guilty white liberal colleges and universities 
during the sixties and seventies, and who are 
just now beginning to influence business and 
public policy. Henry B. doesn't look like a 
lot of Washington lawmakers. He doesn't 
talk like any Washington dealmakers. The 
country club, tennis set environment of your 
average investment banker is as foreign to 
Henry B. as George Bush spending a night 
out with Saddam Hussein in Bagdad. 

That's the rub. 
Since he doesn't act like the majority, and 

doesn't compromise like the majority, that 
white majority continues to embrace an in
ability to understand real "cultural" dif
ferences in the man and so his intelligence 
and political prowess are constantly under
estimated. 

Many of those differences were formed dur
ing Henry B's. youth in those "bad old days" 
for Mexican-Americans in Texas. "It was a 
time", Congressman Gonzalez recollects, 
"when things were so tough that if a dog bit 
a Mexican, they'd kill the Mexican, send his 
head to Austin for analysis and give the dog 
rabies shots." 

Things weren't quite that extreme for 
Mexicans growing up in Texas. Nevertheless 
Henry B. has always conducted his political 
life as a man who has a range of indelibly 
etched experiences of what it's like to grow 
up poor, hopeless and uneducated in Amer
ica. He's a man who has never forgotten that 
even in a society as full as opportunity as 
America, m1llions of people continue to suf
fer quiet lives of desperation. 

This is the kind of stuff that makes him 
challenge the leadership of his own party, as 
he did when he demanded hearings on the 
high stepping antics of banker Charles 

Keating and his five friends in the Senate of 
the United States; in spite of concerns that 
such hearings would inevitably embarrass 
the Democratic leadership, which it did. 

The abuse and waste of billions of tax
payers dollars, irrespective of the political 
affiliation of the perpetrators, was Mr. Gon
zalez's only concern. When they charge he's 
difficult and not up to the challenge of guid
ing the Banking Committee through the 
challenges it faces while resolving the na
tion's current banking and savings & loan 
crisis. When they challenge his leadership of 
the Committee, as they have twice since he 
assumed leadership, what they're really say
ing is that they want someone in the posi
tion who's more inclined to protect the sta
tus quo. 

It's a happy accident that Henry B. is in a 
position to do something about the banking 
fiasco. Former Committee Chairman 
Fernand St. Germain, would never have held 
such hearings on the Keating five. "I would 
certainly agree with that", Mr. Gonzalez 
smiles wryly. With regard to the five Sen
ators who were brought up before his Com
mittee, he is totally non-sympathetic. 

Quoting a line from former Illinois Senator 
Paul Douglas, the Congressman laments, "A 
legislator should not immediately concede 
that the constituent is always right and the 
administrator is always wrong, but as far as 
possible find out the merits of each case and 
only make such representations as the situa
tion permits." 

Of course the question is 'when does the 
situation permit?' My feeling is that if a leg
islator doesn't know the difference by the 
time he comes to Congress, then it's too late. 
I don't care what code of ethics you have. 
Anyone who doesn't know the difference be
tween genuine constituent service and influ
ence peddling doesn't belong in Washing
ton." Gonzalez continues. 

"Not many people know that Henry B. rep
resents an unparalleled political legacy that 
few Latinos can or ever will match. He's a 
person who's campaigned through 11 states 
as national chairman of the Viva Kennedy 
Clubs. Vice President Lyndon Johnson 
teamed up with famed Mexican comedian 
Catinflas to barnstorm for Henry B. during 
his first bid for Congress in 1961," adds 
Torres. 

In the final analysis, that's what may be so 
threatening about Henry B. The real enigma 
of the man may be how a person of such in
tegrity has been able to survive through 15 
terms of Congress. 

CRITICIZING THE PRESIDENT IS 
NOT ENOUGH 

(Mr. GEKAS asked and was given 
permission to address the House for 1 
minute and to revise and extend his re
marks.) 

Mr. GEKAS. Mr. Speaker and Mem
bers of the House, Members of this 
body who oppose the President begin to 
take the podium in steams of objection 
and criticism of the President of the 
United States because they tie in to 
slipping numbers of the economy with 
what they perceive, with what they are 
eager to see, as being failed policies of 
the President of the United States. 

0 1210 
I do blame them, but it is still poli

tics. Yet we can put all their records of 
rhetoric together and it does not create 

one job, and they continue to oppose 
the President's policy which he enun
ciated from the first day he took office, 
to create economic growth and create 
jobs. There is only one way to do that, 
and that is to allow incentives for peo
ple to invest in creating new busi
nesses, to expand old businesses, and 
thus to put people to work. 

It is not enough to stand up here and 
criticize the President. It is more im
portant for us to listen to what the 
President proposes on economic 
growth. We cannot have the economy 
turn around and jobs created without 
economic growth. 

A NEW SYMBOL FOR 
REPUBLICANS 

(Mr. TRAFICANT asked and was 
given permission to address the House 
for 1 minute, and to revise and extend 
his remarks.) 

Mr. TRAFICANT. Mr. Speaker, Presi
dents Coolidge and Hoover did it; Presi
dents Reagan and Bush did it. To get 
elected, they cut taxes. When that did 
not work, they raised taxes. When that 
did not work, they blamed the Demo
crats. 

But that is not what Mr. Bush said as 
a candidate in 1980. He said: 

If you elect Ronald Reagan, he will double 
the national debt in his first term, our banks 
and savings and loans will collapse, and pov
erty and bankruptcies will explode. Further
more, it is voodoo economics." 

Now what is the President saying? 
"The Democrats made me do it." 

I think it is time, Mr. Speaker, that 
we should have a picture of Presidents 
Hoover, Coolidge, Reagan, and Bush, 
not on Mount Rushmore but on a new 
Republican designer currency, the 1992 
food stamps. 

OVERREGULATION 
OUR NATION'S 
NESSES 

THREATENS 
SMALL BUSI-

(Mr. ffiELAND asked and was given 
permission to address the House for 1 
minute and to revise and extend his re
marks.) 

Mr. IRELAND. Mr. Speaker, I re
cently got a letter from Mr. Joe Baker, 
the owner of a small roofing company 
in Wichita, KS. 

Mr. Baker wrote: 
It is not the ffiMs, General Motors or 

Boeings who are creating the new jobs, ... 
inventing the new products and in general 
powering the American economy. It is the 
small businessman. 

He told me: 
I don't think the average politician has 

any idea how frustrated and mad the small 
businessman is becoming over the unbear
able regulations that are being jammed down 
his throat. Our survival is on the line. We 
need leaders with some common sense. 

Mr. Speaker, this roofer from Wich
ita is right on target. We need to use 
some basic common sense when we con-
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sider passing laws that throw yet an
other obstacle in the path of the small 
business owner. 

I would urge my colleagues to keep 
Mr. Baker's comments in mind this 
week as we vote on a number of issues 
affecting small business. Because it is 
easy to say that you're for small busi
ness. But it's how you vote that really 
counts. 

REGULATION FOR THE NATION'S 
BIG BANKS 

(Mr. MAZZOLI asked and was given 
permission to address the House for 1 
minute, and to revise and extend his 
remarks, and include extraneous mat
ter.) 

Mr. MAZZOLI. Mr. Speaker, we have 
all heard of the doctrine, which I con
sider to be a bankrupt doctrine, that 
certain banks are too big to fail, that 
their failing would be so thunderous 
and have so many negative reverbera
tions that they cannot be allowed to 
fail. 

According to the New York Times 
this morning, Mr. Speaker, there is a 
new bank doctrine out that some banks 
are too big, in this case Citibank, to be 
criticized or to be publicly told that 
they have to change their lending prac
tices, their management practices, or 
improve their capital position. 

This has implications, Mr. Speaker, 
in many respects. We have before us a 
bill that will be voted on this evening, 
the bank reform bill, which does per
mit banks to get bigger. It does permit 
banks to become more powerful and to 
extend their reach into certain non
traditional commercial areas. That 
could make some even bigger than 
Ci ti bank today, and if being big means 
they are too big to fail or if being big 
means they are too big to be criticized, 
Mr. Speaker, we are making a very se
rious error. I would hope that the Com
mittees on Banking of the House and 
the Senate would look into the ques
tion of whether Citibank is too big to 
be publicly regulated. 

A TRIBUTE TO THE FBI ON ITS 
HOSTAGE RESCUE EFFORTS IN 
ALABAMA 
(Mr. OXLEY asked and was given 

permission to address the House for 1 
minute and to revise and extend his re
marks and include extraneous matter.) 

Mr. OXLEY. Mr. Speaker, as a former 
special agent of the Federal Bureau of 
Investigation, I took great pride in the 
actions of the FBI's hostage rescue 
team in safely ending the August upris
ing at the Federal Correctional Institu
tion in Talledega, AL. This was 
achieved under the aggressive leader
ship of the Department of Justice, and 
with close coordination between the 
FBI and the Federal Bureau of Prisons. 

After the takeover, Acting Attorney 
General William Barr immediately des-

ignated the FBI with primary respon
sibility for a tactical response. Ten 
days later, in keeping with the team's 
motto, "To Save Lives," the 50-man 
hostage rescue team executed a delib
erate assault with surgical precision, 
and within moments safely removed 
the men and women being held hos
tage. 

I can speak of the danger that these 
agents faced on that early morning in 
August. We owe these extraordinary 
men, as well as all law enforcement of
ficers who place themselves in harm's 
way each day, a debt of gratitude for 
the uncommon public service they pro
vide. 

Mr. Speaker, I insert into the RECORD 
at this point the August 30, 1991, press 
statement of the Acting Attorney Gen
eral. 

STATEMENT OF ACTING ATTORNEY GENERAL 
WILLIAM BARR 

I have a short statement. 
The hostage situation at Talladega is over. 

At 4:40 a.m., EDT, I authorized the FBI's 
Hostage Rescue Team, supported by FBI 
SWAT teams and Bureau of Prisons' Special 
Operations Response Teams, to effect a res
cue. 

I took this step based on the recommenda
tion of the Director of the FBI and the Direc
tor of the Bureau of Prisons that the rescue 
could be effected with a high probability of 
success and that further delay would in
crease the risk to the hostages and others. 

All of the hostages were rescued safely, 
and they are now receiving medical treat
ment. None were injured in the rescue and no 
members of the rescue teams were injured. 
We believe that one inmate received a minor 
injury. 

This was a terrorist incident where the 
lives of innocent persons were put at risk in 
an attempt to force actions by the Govern
ment. As in any such incident, our concern 
was minimizing the risk of harm to the hos
tages and others. 

We took action at this time because in our 
best professional judgment it was necessary 
to achieve that goal. We could not make con
cessions to terrorists holding hostages-to 
do so would put the thousands of dedicated 
professionals working in our prisons at con
stant risk. 

Moreover, there was considerable risk that 
the situation inside the prison would deterio
rate requiring an emergency response. Such 
an emergency response could increase the 
risk of harm to the hostages, rescue team, 
and inmates. 

I would like to thank Mike Quinlan, Direc
tor of the Bureau of Prisons, William Ses
sions, Director of the FBI, Floyd Clarke, 
Deputy Director of the FBI, and Bill Baker, 
Assistant Director of Criminal Investiga
tions of the FBI, and all of the people who 
work with them for their superb work 
throughout this crisis. 

But, above all, I would like to express my 
appreciation to the dedicated law enforce
ment personnel who took part in this oper
ation. We are grateful beyond words and 
proud beyond measure of their professional
ism, dedication to duty, and willingness to 
put their lives on the line to save the hos
tages. We truly have the best law enforce
ment personnel in the world. 

I also want to recognize the tremendous re
solve of the hostages and their families. 
They have been put through the most dif-

flcult situation imaginable and conducted 
themselves with courage, honor, and profes
sionalism. 

THE BUSH TEAM: A QUARTER OF 
A MILLENNIUM IN WASHINGTON 
(Mrs. SCHROEDER asked and was 

given permission to address the House 
for 1 minute and to revise and extend 
her remarks.) 

Mrs. SCHROEDER. Mr. Speaker, 
President George Bush's campaign to 
eradicate Potomac fever makes a great 
stump speech, but it contrasts starkly 
with the epidemic within his own ad
ministration. 

When it comes to Potomac fever, 
George Bush is a carrier. 

Here are the grisly facts. President 
Bush, his Vice President DAN QUAYLE, 
and his Cabinet Secretaries have piled 
up 230 years living in Washington. By 
next year's Presidential election, the 
Bush entourage will have amassed al
most a quarter of a millennium biv
ouacked inside the beltway. 

When Bush rails against entrenched 
powers in Washington, he might as well 
be haranguing a mirror. Bush himself 
has logged 25 years in evil Washington. 
He, QUAYLE, and many of his Cabinet 
Secretaries have spent most of their 
adult lives toiling in the same vine
yards he rhetorically torches. 

THE POTOMAC FEVER ALL STARS 

President George Bush: 1967-91: 25 years. 
Vice President Dan Quayle: 1977-91: 15 

years. 
Agriculture Secretary Edward Madigan: 

1973-91: 19 years. 
Commerce Secretary Robert Mosbacher: 

1989-91: 3 years. 
Defense Secretary Dick Cheney: 1968-91: 24 

years. 
Education Secretary Lamar Alexander: 

1991: 1 year. 
Energy Secretary James Watkins: 1982-86, 

1989-91: 8 years. 
HHS Secretary Louis Sullivan: 1989-91: 3 

years. 
HUD Secretary Jack Kemp: 1969-91: 22 

years. 
Interior Secretary Manuel Lujan: 1969-91: 

22 years. 
Attorney General-nominee William Barr: 

1971-91: 20 years. 
Labor Secretary Lynn Martin: 1981-91: 11 

years. 
Secretary of State James Baker: 1975-91: 17 

years. 
Transportation Secretary Samuel Skinner: 

1989-91: 3 years. 
Treasury Secretary Nicholas Brady: 1982, 

1989-91: 4 years. 
Veterans Secretary Edward Derwinski: 

1959-91: 33 years. 

A PLEA TO RESIST EFFORTS TO 
BREAK THE BUDGET AGREEMENT 

(Mr. KYL asked and was given per
mission to address the House for 1 
minute, and to revise and extend his 
remarks.) 

Mr. KYL. Mr. Speaker, one of the 
selling points of last year's budget 
deal, the Budget Enforcement Act of 



29898 CONGRESSIONAL RECORD-HOUSE November 4, 1991 
1990, was that it would lock in the de
fense budget for 3 years. Many of us 
predicted that some of our big-spending 
colleagues, however, would soon want 
to change that, and just a year after 
the budget deal was signed we have leg
islation introduced to do precisely 
that. 

I submit, Mr. Speaker, that this is 
the wrong time to be breaking the 
budget deal. Let us allow it to operate 
the way it was intended to operate. 

In the first place, there is no big 
peace dividend, as some have sug
gested. It costs money to restore closed 
military bases to an environmentally 
sound status. It costs money to dis
mantle nuclear warheads. But even if 
there were to be a peace dividend, it 
seems to me the best news for the tax
payers of this country and for our 
economy would be to allow the people 
to keep that money by reducing taxes. 
Or, we could reduce the Federal budget 
deficit rather than simply stealing it 
from defense and spending it on other 
domestic discretionary programs. 

So I hope that this legislation to 
break the budget deal after 1 year and 
combine the defense budget with other 
discretionary spending budgets will be 
a nonstarter, Mr. Speaker. 

BEATING THE DEVIL 
(Mrs. COLLINS of Michigan asked 

and was given permission to address 
the House for 1 minute, and to revise 
and extend her remarks.) 

Mrs. COLLINS of Michigan. Mr. 
Speaker, this past week the citizens of 
Detroit beat the devil. Some years ago 
Halloween's "Devil Night" changed 
from childish pranks to devastating 
arson, burning down many of the aban
doned buildings in the city of Detroit. 

But last week 36,000 good people from 
Detroit and friends from the suburbs 
took to the streets in citizen patrols, 
and they were successful in beating the 
devil. Last week, on Devil 's Night, 
there were only 62 fires in the city of 
Detroit, and the average for a city of 
that size on an average night is about 
70 fires. 

Mr. Speaker, this just tells us what 
good people can do to take back their 
streets when they get involved. 

KEEP FAITH WITH WARDS COVE 
WORKERS 

(Mr. McDERMOTT asked and was 
given permission to address the House 
for 1 minute and to revise and extend 
his remarks.) 

Mr. McDERMOTT. Mr. Speaker, last 
week the Senate passed a historic civil 
rights bill after extensive negotiations. 
One of its achievements is to overturn 
the Supreme Court decision in a case 
called Wards Cove Packing Co. versus 
Atonia. That decision made it harder 
to challenge employment practices 
that hurt minorities and women. 

But the Senate added a little amend
ment to the civil rights bill. It says 
that the bill does not apply to the 
Wards Cove case itself. That means 
that after 17 years of litigation, 2,000 
Asian-American and Alaska Native 
cannery workers will be the only 
Americans the Civil Rights Act does 
not protect. 

That amendment should outrage ev
eryone on this floor who believes in 
equal justice under the law. It is a cyn
ical betrayal of people who have been 
to court nine times over 17 years, try
ing to get justice. 

I want to pass a strong civil rights 
bill that works for every American. I 
hope the Rules Committee will allow 
an amendment removing the exemp
tion for the Wards Cove case. I hope my 
colleagues on both sides of the aisle 
will support that amendment and the 
principle of equal justice. 
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FHA THWARTED IN PROVIDING 
HOME OWNERSHIP 

(Mr. VENTO asked and was given 
permission to address the House for 1 
minute and to revise and extend his re
marks and include extraneous matter.) 

Mr. VENTO. Mr. Speaker, the U.S. 
economy continues to falter unpredict
ably, which is of deep concern to people 
across the country, and certainly Mem
bers of this body. 

Home ownership has always been one 
of the basic pillars of our economy, but 
the FHA program changes in law pro
vided significant downpayment in
creases, and now the regulatory re
quirements have made for even a larger 
downpayment. HUD's special regu
latory efforts to pile increase upon in
crease amounts, yet above the amounts 
provided in law, are taking their toll. 
The fact is that FHA loans are down by 
35 percent when measured compared to 
comparable time periods last year. 

The administration, and specifically 
the Secretary of HUD, has touted home 
ownership as being very important. 
But our economy cannot function when 
they take away the basic tools and 
basic opportunities for home owner
ship, such as the FHA Program. 

Mr. Speaker, in my own State FHA 
loans have dropped over 50 percent. 
Part of it is the general economy, but 
a great part of the decline of home 
ownership is that the effort to save the 
FHA Program, pay increasing upfront 
money, and lowering risk is killing the 
FHA program. 

Mr. Speaker, this solution was wrong 
in the beginning, and I think the evi
dence of home ownership decline and 
the evidence of FHA loan decline 
speaks for itself. 

No amount of up-front money or 
downpayments are going to make up 
for the regulatory shortfall of the 
1980's and the out-of-control appraisal 

process that was in some instances 
overtly and covertly fraudulent. Mr. 
Speaker, hopefully the Congress will 
continue to closely follow the con
sequences of the Bush administration 
policy which purports to save the FHA 
Program by making it unworkable. 

The following is a news article that 
was printed in the weekend news re
ports which addresses the consequence 
of the FHA changes and the decline of 
FHA loans when they are most needed 
and historically most used in exactly 
the type of countercyclical economic 
downturn that we are experiencing 
today. 

LOAN APPLICATIONS OFF SHARPLY AT FHA 
(By Ann Mariano) 

DALLAS.-Applications for Federal Housing 
Administration-insured home loans have 
dropped sharply in the six months ended 
Sept. 30, largely because buyers must now 
put down more cash than in the past, accord
ing to a report by the Mortgage Bankers As
sociation of America. 

Since July 1, home buyers using FHA-in
sured loans have been required to pay in cash 
for 43 percent of the fees and expenses 
charged at the time a sale is completed. Be
fore the change, buyers could cover all of 
these costs by financing them as part of the 
mortgage. 

Under the new rules, a buyer who takes out 
a $100,000 mortgage and has $2,500 in closing 
costs must pay about $1,000 more in cash 
than under the previous formula, according 
to the Mortgage Bankers Association (MBA). 
Closing costs include charges for appraisals, 
inspections, settlement attorneys' work, real 
estate brokers' commissions, title insurance 
premiums and fees charged by lenders at the 
time of sale. 

Department of Housing and Urban Devel
opment officials said the cash payments were 
made necessary because of heavy losses in 
the FHA insurance program in recent years. 
The FHA is part of HUD. 

The number of FHA loan applications 
plummeted to 63,419in September from 97,450 
in April, a 35 percent decline, according to 
HUD records. During the same period, appli
cations for mortgages insured by the Depart
ment of Veterans Affairs, which did not im
pose new fees, rose about 40 percent. 

Private insurance companies reported re
ceiving about 60,000 applications a month 
during the same six months, a higher level 
than in 1990, said Brian J. Chappelle, MBA 
staff vice president. 

The number of buyers seeking FHA loans 
dropped by nearly half in some states, such 
as Minnesota and North Carolina, during the 
six-month period from March through Sep
tember. The FHA's business fell by 29 per
cent in Texas and 26 percent in Illinois. 

In the Washington area, FHA insurance ap
plications declined by about ~ percent, ac
cording to HUD records. 

There were about 61,000 applications for 
privately insured mortgages in August, an 
increase of about one-third compared with 
1990. Similar increases being reported for 
June and July, Chappelle said. 

Although home sales have dropped in many 
parts of the nation during the recession, 
thousands of homeowners have taken advan
tage of interest rates at 9 percent or less for 
a 30-year, fixed-rate loan to refinance mort
gages. About half of all loans being issued 
now are refinancings and in many cases own
ers are taking out conventional mortgages 
to refinance FHA loans, Chappelle said. Less 
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than 20 percent of the FHA's business this 
year has been in refinanced loans, he said. 

As a result, the FHA is losing many of the 
strongest loans in its portfolio, leaving the 
agency with a higher proportion of mort
gages with owners who may eventually de
fault or be late in making payments, 
Chappelle said. 

"FHA is the beginning of the housing 
chain," said Angelo Mozilo, new president of 
the MBA. People often buy their first home 
with an FHA-insured loan and sell it several 
years later to move up to a more expensive 
house. If the FHA is weakened, the entire 
housing market is in trouble, he said. 

The FHA has suffered heavy losses over the 
past four years in the wake of the housing 
recession, especially in the West and South
west. The FHA operates four funds to insure 
the loans on single-family homes, apartment 
projects and several types of specialized 
housing. The single-family fund is the 
strongest, but it has suffered large losses in 
the last four years because of collapsing real 
estate markets. 

Without the reform ordered by the Bush 
administration, "FHA would have gone out 
of business," said HUD Deputy Secretary Al
fred A. DelliBovi. The extra charges have not 
been in effect long enough "to reach a con
clusion" about their impact on prospective 
buyers, he said. But even with the new re
strictions, "the FHA program is still more 
attractive" to purchasers than other mort
gage insurance, DelliBovi said. 

In a recent report, the Price Waterhouse 
accounting firm said the FHA still has not 
resolved its "longstanding internal * * * 
weaknesses" in the way it manages the hous
ing insurance funds. The FHA "must place 
top priority on upgrading" accounting and 
financial management, the company said. 

Testifying at a recent hearing before the 
House Banking, Finance and Urban Affairs 
Committee's housing subcommittee, FHA 
Commissioner Arthur J. Hill said the agency 
will need three to five years to clean up all 
of its problems. "It's not a. shortterm solu
tion," he said. 

Rep. Mary Rose " Oa.kar (D-Ohio), a sub
committee member, said Hill's estimate is 
"very upsetting to me. I don't buy the fact 
that we can't do better." 

If HUD does not have enough staff "to 
clean up the mess at FHA, which is really 
disgraceful, tell us," she said. Congress will 
"work with you" to get more help. 

Joseph M. Ventrone, Republican deputy 
staff director for the House Banking Com
mittee, said fear of "the demise of FHA is a 
little premature." Ventrone, who spoke at 
the MBA convention here, said he could 
"predict with some certainty" that Congress 
will investigate if the FHA appears in danger 
of losing too much business. 

TRIBUTE TO BILL GRAHAM 
(Mrs. BOXER asked and was given 

permission to address the House for 1 
minute and to revise and extend her re
marks.) 

Mrs. BOXER. Mr. Speaker, last week
end America lost a giant of the rock 
music world, Bill Graham. He was a 
constituent of mine, and I was proud to 
represent him in the Congress. 

For me it was a personal loss. Bill 
Graham was a man of toughness and 
compassion, a man who survived the 
Nazi Holocaust, with an incredible 
sense of who he was. He never forgot 

and he worked to make America and 
his own community the best it could 
be. 

Bill and I did not always agree on ev
erything, but there was always mutual 
respect, and I was lucky. Bill took me 
as one of his causes and he helped me 
in my career. 

To his sister Esther, whom he re
vered, to his son David, whom he 
adored, I send my deepest condolences, 
as well as to the rest of the family and 
friends. 

Mr. Speaker, yesterday, 300,000 Cali
fornians came to Golden Gate Park in 
San Francisco to honor Bill Graham. 
The performers he loved gave of them
selves selflessly. It was a fitting trib
ute, music for Bill; and Bill will live on 
in the music. 

SYRIA AND THE PEACE 
CONFERENCE 

(Mr. SCHUMER asked and was given 
permission to address the House for 1 
minute and to revise and extend his re
marks.) 

Mr. SCHUMER. Mr. Speaker, over 
the weekend all of the parties in the 
Middle East peace conference began to 
make some progress. All of the delega
tions, including the Palestinian delega
tion, sat down one-on-one with the Is
raeli delegation for the first time in 
history. At this point, the one party 
that seems most likely to derail the 
peace conference is Syria, along with 
the puppet government in Lebanon. 

Syria's position is that Israel must 
give back all occupied territories be
fore discussing anything further. Syr
ia's primary objective is to regain the 
Golan Heights, which it lo.st in battle 
after using it to shell Israeli farmers. 
That is what it has to gain at the con
ference, and it seems to have little to 
lose. Has the United States pressed 
Syria to give up its practice of terror
ism, or its massive arms buildup? And 
what about Lebanon? How can anyone 
ask Israel to withdraw from the secu
rity zone in southern Lebanon when 
the country is being run by Syria, and 
overrun by Syrian troops? 

Foreign Minister Al-Sharaa's rhet
oric reveals how little Syria cares 
about the truth. At a conference meant 
in part to deal with the rights of Pal
estinians in Israel, a topic Israel is 
willing to address, Al-Sharaa blatantly 
misrepresents conditions for minorities 
in his country, claiming that the Jews 
of Syria live in complete freedom. In 
fact, Syrian Jews are forbidden the 
right to travel and emigrate abroad, 
while being denied religious freedoms 
at home. This issue must be addressed 
at the peace conference as much as any 
other. 

Now all of the parties have begun to 
move towards the goal of peace. But 
Syria would have the other Arab coun
tries cease their talks until Syria's de
mands are met. Syria pretends to be 

concerned about the Palestinians, but 
it would derail the peace conference for 
its own purposes, just as it derailed a 
schedule regional conference on water 
rights. As one Palestinian official said 
of Syria, "They have said they could 
wait a hundred years to get the Golan 
Heights back from Israel. We don't 
have that luxury." 

Mr. Speaker, I hope that the other 
Arab countries don't make the mistake 
of thinking that President Assad has 
their interests at heart. And I hope our 
President starts treating Syria like the 
kind of state it is, before yet another 
relationship with an Arab despot ex
plodes in our faces. 

FINANCIAL INSTITUTIONS SAFETY 
AND CONSUMER CHOICE ACT OF 
1991 
The SPEAKER pro tempore. (Mr. 

DERRICK). Pursuant to House Resolu
tion 264 and rule XXIII, the Chair de
clares the House in the Committee of 
the Whole House on the State of the 
Union for the further consideration of 
the bill, H.R. 6. 
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IN THE COMMITTEE OF THE WHOLE 

Accordingly the House resolved itself 
into the Committee of the Whole House 
on the State of the Union for the fur
ther consideration of the bill (H.R. 6) 
to reform the deposit insurance system 
to enforce the congressionally estab
lished limits on the amounts of depos.it 
insurance, and for other purposes, with 
Mr. CARR in the chair. 

The Clerk read the title of the bill. 
The CHAIRMAN. When the Commit

tee of the Whole rose on Friday, No
vember 1, 1991, the amendment offered 
by the gentleman from Iowa [Mr. 
LEACH] had been disposed of. 

It is now in order to consider amend
ment number 8 printed in House Report 
102.281, as modified by the order of the 
House of Friday, November 1, 1991. 

Pursuant to House Resolution 266, if 
amendments numbered 8 and 9 are both 
adopted, only the latter amendment 
adopted will be considered as finally 
adopted and reported back to the 
House. 

AMENDMENT AS MODIFIED OFFERED BY MR. 
VENTO 

Mr. VENTO. Mr. Chairman, I offer an 
amendment, as modified. 

The CHAIRMAN. The Clerk will re
port the amendment, as modified. 

Amendment, as modified, offered by Mr. 
VENTO: Page 185, beginning on line 12, strike 
sections 301, 302, 303, 304, 305, and 306 and in
sert the following new sections (and redesig
nate the succeeding section and conform the 
table of contents accordingly): 
SEC. 301. NATIONWIDE BANKING. 

(a) INTERSTATE ACQUISITIONS,::__Section 3(d) 
of the Bank Holding Company Act of 1956 (12 
U.S.C. 1842(d)) is amended to read a.s follows: 

"(d) INTERSTATE ACQUISITIONS AND BRANCH
ING.-

"(1) IN GENERAL.-Subject to paragraph (4), 
the Board may approve an application under 
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this section by a bank holding company or 
foreign bank to acquire, directly or indi
rectly, any voting shares of, interest in or all 
or substantially all of the assets of any addi
tional insured depository institution or bank 
holding company located in any State. 

"(2) STATE LAW.-Subject to paragraph (4), 
any acquisition described in paragraph (1) 
that has been approved under this section 
may be consummated notwithstanding any 
State law that would prohibit or otherwise 
limit such acquisition on the basis of-

"(A) the location or size of the acquiring 
company, foreign bank, or subsidiary of such 
company or foreign bank; 

"(B) the number of insured depository in
stitution subsidiaries of such company or 
foreign bank; or 

"(C) any other factor that, directly or indi
rectly has the effect of prohibition or limit
ing the acquisition of shares or control of an 
insured depository institution or bank hold
ing company located in that State by an out
of-State bank holding company or foreign 
bank if such factor is not applied with simi
lar effect bank if such factor is not applied 
with similar effect in the case of acquisitions 
of insured depository institutions or bank 
holding companies located in such State by 
bank holding companies located in the 
State. 

"(3) CONCENTRATION LIMITS.-The Board 
may not approve an application under para
graph (1) if-

"(A) the applicant controls, or upon com
pletion of the acquisition would control, 
more than 10 percent of the insured deposi
tory institutions deposits of the United 
States, as determined under regulations of 
the Board; or 

"(B) the applicant controls, or upon com
pletion of the acquisition would control, 30 
percent or more of the insured depository in
stitution deposits in the State in which the 
bank to be acquired is located, as determined 
under regulations of the Board, except that a 
State may waive the applicability of this 
subparagraph. 
Nothing in this paragraph affects the appli
cability of Federal antitrust laws or of State 
antitrust laws that do not discriminate 
against out-of-State bank holding compa
nies. 

"(4) LIMITATIONS ON CONSOLIDATIONS.-
"(A) IN GENERAL.-Except as provided in 

subparagraph (B), any insured depository in
stitution acquired after the date of the en
actment of the Financial Institutions Safety 
and Consumer Choice Act of 1991 pursuant to 
paragraph (1) may not be a party to any 
transaction under subsection (h) before the 
end of the 3-year period beginning on such 
date of enactment. 

"(B) PROVISION APPLICABLE TO CERTAIN IN
STITUTIONS.-Subparagraph (A) shall not 
apply with respect to any insured depository 
institution the acquisition of which occurs 
after the date of the enactment of the Finan
cial Institutions Safety and Consumer 
Choice Act of 1991 pursuant to an application 
or notice filed before such date with any ap
propriate Federal banking agency or State 
bank supervisor. 

"(5) ExCEPTION.-Notwithstanding the pre
vious paragraphs, any provision of State law 
in existence on the date of enactment of the 
Financial Institutions Safety and Consumer 
Choice Act of 1991, or enacted thereafter, 
which restricts entry to the acquisition of 
existing banks shall apply, except that a 
State law which requires that that bank 
must have been in existence longer than 5 
years shall not apply unless such a law is in 
effect on such date of enactment.". 

(b) EFFECTIVE DATE.-The amendment 
made by this section shall take effect at the 
end of the 18-month period beginning on the 
date of the enactment of this Act. 
SEC. 302. INTERSTATE BRANCHING BY NATIONAL 

BANKS 
Section 5155 of the Revised Statutes (12 

U.S.C. 36) is amended-
(1) by redesignating subsections (d) 

through (h) as subsections (e) through (i) re
spectively; and 

(2) by inserting after subsection (c) the fol
lowing: 

"(d) INTERSTATE BRANCHING BY NATIONAL 
BANKS.-

"(1) IN GENERAL-
"(A) APPROVALS AUTHORIZED.-Beginning 3 

years after the date of enactment of the Fi
nancial Institutions Safety and Consumer 
Choice Act of 1991, the Comptroller of the 
Currency may approve an application under 
this section which will permit a national 
bank that is adequately capitalized and ade
quately managed to establish or acquire, and 
operate, a branch located outside the State 
in which the main office of such bank is lo
cated, subject to paragraphs (2), (3), and (6) 

"(B) CONDITIONS.-ln determining whether 
to grant approval under subparagraph (A), 
the Comptroller of the Currency shall con
sider the bank's rating under the Commu
nity Reinvestment Act of 1977 and the views 
of the appropriate State bank officials re
garding the bank's compliance with applica
ble State community reinvestment laws. 

"(C) APPLICABLE LAW.-
"(1) IN GENERAL.-Subject to paragraph (6), 

any branch established or acquired under 
subparagraph (A) shall be subject to the laws 
of the host State with respect to intrastate 
branching, consumer protection, fair lend
ing, and community reinvestment as if it 
were a branch of a bank chartered by that 
State, unless such State law, is preempted 
by Federal law regarding the same subject. 
There shall be no discriminatory effect in 
the application of such laws between a 
branch of a bank chartered by the host State 
and in-State branches of out-of-State na
tional banks. Such State laws shall be en
forced, with respect to branches of national 
banks by the Comptroller of the Currency. 
All other laws of the host State shall apply 
as if the branch was the national bank situ
ated in that State. 

"(ii) FILING REQUIREMENT.-A host State 
may require any national bank that has its 
main office in another State that wishes to 
establish a branch within the host State to 
comply with filing requirements that are not 
discriminatory in nature and that are simi
lar in their effect to those that are imposed 
on a corporation from another State that is 
not engaged in the business of banking and 
that seeks to engage in business in the host 
State. The host State may preclude any na
tional bank the main office of which is lo
cated in another State from establishing or 
operating a branch within the host State if 
that national bank or its branch materially 
fails to comply with the filing requirements. 

"(2) STATE ELECTION TO PROHIBIT INTER
STATE BRANCHING.-

"(A) IN GENERAL.-The provisions of para
graph (1) shall not apply to branches to be 
located in a State which has enacted, during 
the period beginning on January 1, 1990, and 
ending 3 years after the date of the enact
ment of this subsection, a law that applies 
equally to national and State banks and that 
expressly prohibits all out-of-State banks 
from establishing or acquiring branches lo
cated in that State. 

"(B) EFFECT OF PROHIBITION.-A national 
bank that has its main office in a State that 

has in effect a prohibition under subpara
graph (A) may not acquire or establish a 
branch located in any other State under the 
provisions of this subsection. 

"(3) STATE ELECTION TO PERMIT INTERSTATE 
BRANCHING.-

"(A) DURING THE THREE-YEAR PERIOD FOL
LOWING ENACTMENT.-The Comptroller of the 
Currency may approve an application under 
paragraph (1)(A) before the expiration of the 
3-year period described in paragraph (1)(A), if 
the State in which the branch is or will be 
located enacts a law during that period ex
pressly permitting interstate branching by 
all national and State banks before the expi
ration of the time period described in para
graph (1)(A). 

"(B) AFTER THE THREE-YEAR PERIOD FOL
LOWING ENACTMENT.-A State that originally 
elected, pursuant to paragraph (2), to pro
hibit interstate branching may nonetheless 
elect at any later time to permit interstate 
branching if such State enacts a law ex
pressly permitting interstate branching by 
all national and State banks. 

"(4) STATE IMPOSED CONDITIONS ON INTER
STATE BRANCHING.-

"(A) A State may require a copy of an ap
plication submitted under this section to be 
filed with the host State banking authority 
in ·a timely manner (and the Comptroller of 
the Currency shall consider any timely com
ments of the host State prior to approving 
that application); and 

"(B) subject to paragraph (6) a State may 
impose other conditions on a branch estab
lished or acquired under paragraph (1)(A) if

"(i) the conditions to not discriminate 
against out of State banks or bank holding 
companies; and 

"(11) the imposition of the conditions is not 
preempted by Federal law regarding the 
same subject. 

"(5) CONCENTRATION LIMITS.-
"(A) IN GENERAL.-The Comptroller may 

not approve an acquisition under paragraph 
(1)(A) by a bank of a branch located in an
other State if-

"(1) the bank controls, or upon completion 
of the acquisition would control, more than 
10 percent of the insured depository institu
tion deposits of the United States, as deter
mined under regulations of the Board of Gov
ernors of the Federal Reserve System; or 

"(11) the bank controls, or upon completion 
of the acquisition would control, 30 percent 
or more of the insured depository institution 
deposits in the State in which the branch to 
be acquired is located, as determined under 
regulations of the Board of Governors of the 
Federal Reserve System, except that a State 
may waive the applicability of this subpara
graph. 

"(B) LIMITATIONS.-Nothing in subpara
graph (A}-

"(i) affects the applicability of Federal 
antitrust laws or of State antitrust laws that 
do not discriminate against out-of-State 
banks or bank holding companies, or 

"(11) applies to the establishment of new 
branches located outside the State where the 
main office of the bank is located. 

"(6) ExCEPTION.-Notwithstanding the pre
vious paragraphs, any provision of State law 
in existence on the date of enactment of the 
Financial Institutions Safety and Consumer 
Choice Act of 1991, or enacted thereafter, 
which restricts entry to the acquisition of 
existing banks or branches shall apply, ex
cept that a State law which requires that the 
bank must have been in existence longer 
than 5 years shall not apply unless such law 
is in effect on such date of enactment. State 
laws in existence on the date of enactment of 
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the Financial Institutions Safety and 
Consumer Choice Act of 1991 that restrict 
such entry shall, for purposes of this para
graph, be deemed to apply to both banks and 
branches. 

"(7) DEFINITIONS.-For purposes of this sub
section-

"(A) ADEQUATELY CAPITALIZED.-The term 
'adequately capitalized' means, with respect 
to any national bank, a bank which main
tains capital in an amount which meets or 
exceeds the required minimum ratio for each 
relevant capital measure. 

"(B) HOST STATE.-The term 'host State' 
means the State in which a national bank es
tablishes or maintains a branch other than 
the State in which the bank has its main of
fice and is engaging in banking business. 

"(C) INSURED DEPOSITORY INSTITUTION.
The term 'insured depository institution' has 
the same meaning as in section 3 of the Fed
eral Deposit Insurance Act.". 
SEC. 303. INTERSTATE BRANCHING BY STATE 

BANKS. 
Section 18(d) of the Federal Deposit Insur

ance Act (12 U.S.C. 1828(d)) is amended by 
adding at the end the following: 

"(3) INTERSTATE BRANCHING BY STATE 
BANKS.-Beginning 3 years after the date of 
enactment of the Financial Institutions 
Safety and Consumer Act of 1991, an insured 
State bank that is adequately capitalized 
and adequately managed may establish or 
acquire, and operate, a branch located out
side the State in which the bank is chartered 
if authorized by the law of the State in 
which the bank is chartered, subject to para
graphs (5), (6), and (9). 

"(4) APPLICABLE LAW.-
"(A) IN GENERAL.-Subject to paragraph 

(9), any branch of an out-of-State bank shall 
be subject to the laws of the host State as if 
such branch were a branch of a bank char
tered by that State. 

"(B) ACTIVITIES OF BRANCHES.-An insured 
State bank that establishes a branch or 
branches pursuant to paragraph (3) may not 
conduct any activity at such branch that is 
not permissible for a bank chartered by the 
host State. 

"(C) FILING REQUIREMENT.-A host State 
may require any insured bank chartered by 
another State that wishes to establish a 
branch within the host State to comply with 
filing requirements that are not discrimina
tory in nature and that are similar in their 
effect to those that are imposed on a cor
poration from another State that is not en
gaged in the business of banking and that 
seeks to engage in business in the host 
State. The host State may preclude any 
State bank chartered by another State from 
establishing or operating a branch within 
the host State if that State bank or its 
branch materially fails to comply with the 
filing requirements. 

"(D) RESERVATION OF CERTAIN RIGHTS TO 
STATES.-Nothing in this subsection limits in 
any way the right of a State to-

"(i) determine the authority of State 
banks chartered in that State to establish 
and maintain branches; or 

"(11) supervise, regulate, and examine 
State banks chartered by that State. 

"(5) STATE ELECTION TO PROHIBIT INTER
STATE BRANCHING.-

"(A) IN GENERAL.-The provisions of para
graph (3) shall not apply to branches to be 
located in a State which has enacted, during 
the period beginning on January 1, 1990, and 
ending 3 years after the date of enactment of 
this subsection, a law that applies equally to 
national and State banks and that expressly 
prohibits all out-of-State banks from estab-

lishing or acquiring branches located in .that 
State. 

"(B) EFFECT OF PROHIBITION.-A State bank 
that is chartered by a State that has in ef
fect a prohibition under subparagraph (A) 
may not acquire or establish a branch lo
cated in any other State under the provi
sions of this subsection. 

"(6) STATE ELECTION TO PERMIT INTERSTATE 
BRANCHING.-

"(A) DURING THE 3-YEAR PERIOD FOLLOWING 
ENACTMENT.-A State bank may establish or 
acquire, and operate, a branch outside the 
State in which the main office of the bank is 
located, subject to the provisions of this sub
section, before the expiration of the 3-year 
period described in paragraph (3), if the State 
in which the branch will be located enacts a 
law during that period expres~ly permitting 
interstate branching by all national and 
State banks before the expiration of the time 
period described in paragraph (3). 

"(B) AFTER THE 3-YEAR PERIOD FOLLOWING 
ENACTMENT.-A State that originally elected, 
pursuant to paragraph (5), to prohibit inter
state branching may nonetheless elect at 
any later time to permit interstate branch
ing if such State enacts a law expressly per
mitting interstate branching by all national 
and State banks. 

"(7) STATE IMPOSED CONDITIONS ON INTER
STATE BRANCHING.-

"(A) A State may require a copy of an ap
plication submitted under this section to be 
filed with the host State banking authority 
in a timely manner (and the home State 
banking authority and the appropriate Fed
eral banking agency shall consider any time
ly comments of the host State prior to ap
proving that application); and 

"(B) Subject to paragraph (9), a State inay 
impose other conditions on a branch estab
lished or acquired under paragraph (3) if

"(i) the conditions do not discriminate 
against out-of-State banks or banking hold
ing companies; and 

"(ii) the imposition of the conditions is not 
preempted by Federal law regarding the 
same subject. 

"(8) CONCENTRATION LIMITS.-
"(A) IN GENERAL.-The home State banking 

authority and the appropriate Federal bank
ing agency may not approve an acquisition 
under paragraph (1)(A) by a bank of a branch 
located in another State if-

"(i) the bank controls, or upon completion 
of the acquisition would control, more than 
10 percent of the insured depository institu
tion deposits of the United States, as deter
mined under regulations of the Board of Gov
ernors of the Federal Reserve System; or 

"(ii) the bank controls, or upon completion 
of the acquisition would control, 30 percent 
or more of the insured depository institution 
deposits in the State in which the branch to 
be acquired is located, as determined under 
regulations of the Board of Governors of the 
Federal Reserve System, except that a State 
may waive the applicability of this subpara
graph. 

"(B) LIMITATIONS.-Nothing in subpara
graph (A)-

"(i) affects the applicability of Federal 
antitrust laws or of State antitrust laws that 
do not discriminate against out-of-State 
bank holding companies, or 

"(ii) applies to the establishment of new 
branches located outside the State where the 
main office of the bank is located. 

"(9) ExCEPTION.-Notwithstanding the pre
vious paragraphs, any provision of State law 
in existence on the date of enactment of the 
Financial Institutions Safety and Consumer 
Choice Act of 1991, or enacted thereafter, 

which restricts entry only through the ac
quisition of existing banks or branches shall 
apply, except that a State law which re
quires that the bank must have been in ex
istence longer than 5 years shall not apply 
unless such law is in effect on such date of 
enactment. State laws in existence on the 
date of enactment of the Financial Institu
tions Safety and Consumer Choice Act of 
1991 that restrict such entry shall, for pur
poses of this paragraph, be deemed to apply 
to both banks and branches. 

"(10) COORDINATION OF EXAMINATION AU
THORITY.-

"(A) IN GENERAL.-A host State bank su
pervisory or regulatory authority may exam
ine a branch established in the host State by 
banks chartered by another State for the 
purpose of determining compliance with host 
State laws regarding banking, taxation, 
community reinvestment, fair lending, 
consumer protection, and permissible activi
ties and to ensure that the activities of the 
branch are conducted in a manner consistent 
with sound banking principles and do not 
constitute a serious risk to the safety and 
sound operation of the branch. 

"(B) ENFORCEMENT.-ln the event that a 
host State bank authority as described in 
subparagraph (A) determines that there is a 
violation of host State law concerning the 
activities being conducted by the branch or 
that the branch is being operated in a man
ner not consistent with sound banking prin
ciples or in an unsafe and unsound manner, 
such host State bank authority may under
take such enforcement actions or proceed
ings as would be permitted under host State 
law if the branch in question were a bank 
chartered by that host State. 

"(C) COOPERATIVE AGREEMENT.-The State 
bank authorities from one or more States 
are authorized to enter into cooperative 
agreements to facilitate State regulatory su
pervision of State banks, including coopera
tive agreements relating to the coordination 
of examinations and joint participation in 
examinations. 

"(D) FEDERAL REGULATORY AUTHORITY.
"(i) IN GENERAL.-Nothing in this sub

section limits in any way the authority of 
the appropriate Federal banking agency to 
examine any bank or branch of a bank for 
which the agency is the appropriate Federal 
banking agency. 

"(ii) REVIEW OF INTEREST AGREEMENTS.-If 
the appropriate Federal banking authority 
determines that the States have failed to 
reach an agreement under subparagraph (C), 
or that such an agreement fails to ade
quately protect the Federal Deposit Insur
ance Fund, the appropriate Federal banking 
authority shall not defer to State examina
tions of the out-of-State branches. 

"(11) DEFINITIONS.-For purposes of this 
subsection-

"(A) HOST STATE.-The term 'host State' 
means the State in which a bank establishes 
or maintains a branch other than the State 
in which the bank is chartered and engaging 
in banking business. 

"(B) ADEQUATELY CAPITALIZED.-For the 
purposes of this subsection, the term 'ade
quately capitalized' means, with respect to 
any insured State bank, a bank which main
tains capital in an amount which meets or 
exceeds the minimum ratio for each relevant 
capital measure.". 
SEC. 304. BRANCHING BY FOREIGN BANKS. 

(a) IN GENERAL.-Section 5(a) of the Inter
national Banking Act of 1978 (12 U.S.C. 
3103(a)) is amended to read as follows: 

"(a) INTERSTATE BANKING OPERATIONS.
"(!) IN GENERAL.-A foreign bank may es

tablish and operate-
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"(A) a Federal branch or agency, with the 

approval of the Board and the Comptroller of 
the Currency, in any State outside its home 
State to the extent that such establishment 
and operation would be permitted under sec
tion 5155 of the Revised Statutes for a na
tional bank; or 

"(B) a State branch or agency, with the ap
proval of the Board and the appropriate reg
ulatory authority of the State, in any State 
outside its home State to the extent that 
such establishment and operation would be 
permitted under section 18(d) of the Federal 
Deposit Insurance Act for a State bank. 
as if the foreign bank were a national bank 
having its main office, or a State bank char
tered, in the home State of the foreign bank. 

"(2) CRITERIA FOR DETERMINATION.-ln ap
proving an application under paragraph (1), 
the Board and the Comptroller of the Cur
rency-

"(A) shall apply the standards for estab
lishment of a foreign bank office in the Unit
ed States under section 7(e); and 

"(B) may not approve an application unless 
it determines that the foreign bank's finan
cial resources, including the capital level, 
are equivalent to those required for a domes
tic bank to be approved for branching under 
section 5155 of the Revised Statutes and sec
tion 18(d) of the Federal Deposit Insurance 
Act and, in the case of the first branching 
application by such foreign bank, after con
sultation with the Secretary of the Treasury 
regarding capital equivalency. 

"(3) REQUIREMENT FOR A SEPARATE SUBSIDI
ARY.-If the Comptroller of the Currency or 
the Board, taking into account differing reg
ulatory or accounting standards, finds that 
adherence to capital requirements equiva
lent to those imposed under section 5155 of 
the Revised Statutes and by section 18(d) of 
the Federal Deposit Insurance Act can be 
verified only if banking activities are carried 
out in a domestic banking subsidiary within 
the United States, it may approve an appli
cation under paragraph (1) subject to a re
quirement that the foreign bank or company 
controlling the foreign bank establish a do
mestic banking subsidiary in the United 
States. 

"(4) ADDITIONAL AUTHORITY FOR INTERSTATE 
BRANCHES AND AGENCIES OF FOREIGN BANKS.
Notwithstanding paragraph (1) and section 
4(h), a foreign bank may, with the approval 
of the Comptroller of the Currency, establish 
and operate a Federal branch or Federal 
agency or, with the approval of the Board 
and the appropriate State bank supervisor, a 
State branch or State agency in any State 
outside of the foreign bank's home State if-

"(A) the establishment and operation of a 
branch or agency is expressly permitted by 
the State in which the branch or agency is to 
be established; and 

"(B) in the case of a Federal or State 
branch, the branch receives only such depos
its as would be permissible for a corporation 
organized under section 25(a) of the Federal 
Reserve Act.". 

"(b) TREATMENT OF UNITED STATES BANK
ING SUBSIDIARIES.-Section 5 Of the Inter
national Banking Act of 1978 (12 U.S.C. 3103) 
is amended by adding at the end the follow
ing: 

"(d) TREATMENT OF UNITED STATES SUB
SIDIARY OF A FOREIGN BANK.-A foreign bank 
that has a domestic subsidiary within the 
United States may establish Federal and 
State branches and agencies outside its 
home State to the extent permitted under 
section 5155(d) of the Revised Statutes and 
section 18(d) of the Federal Deposit Insur
ance Act.". 

(c) HOME STATE DETERMINATIONS.-
"(1) METHOD OF DETERMINING.-Section 4(h) 

of the International Banking Act of 1978 (12 
U.S.C. 3102(h)) is amended-

"(A) by striking the phrase "in the State 
in which such branch or agency is located"; 
and 

"(B) by adding at the end the following 
sentence: "For the purposes of section 5155(c) 
of the Revised Statutes (12 U.S.C. 36(c)), the 
home State of a foreign bank shall be its 
home State as determined under section 
5(c).". 

"(2) SINGLE STATE DETERMINATIONS.-Sec
tion 5(c) of the Bank Holding Company Act 
of 1956 (12 U.S.C. 3103(c)) is amended to read 
as follows: 

"(c) DETERMINATION OF HOME STATE OF 
FOREIGN BANK.-For the purposes of this sec
tion-

"(1) the home State of a foreign bank that 
has branches, agencies, subsidiary commer
cial lending companies, or subsidiary banks, 
or any combination thereof, in more than 1 
State, is the 1 of those States elected of the 
foreign bank, or, in default of such election, 
by the Board; and 

"(2) the home State of a foreign bank that 
has branches, agencies, subsidiary commer
cial lending companies, or subsidiary banks, 
or any combination thereof, in only 1 State, 
is that State.". 
SEC. 305. PERMISSIBLE CONSOLIDATION. 

Section 3 of the Bank Holding Company 
Act of 1956 (12 U.S.C. 1842) is amended by add
ing at the end the following subsection: 

"(h) PERMISSIBLE CONSOLIDATION.-
"(1) IN GENERAL.-Except as provided in 

subsection (d)(1), a bank holding company 
having subsidiary banks located in more 
than 1 State may combine 2 or more of such 
banks into a single bank by means of merg
er, consolidation, or other transaction on or 
after 18 months from the date of enactment 
of the Financial Institutions Safety and 
Consumer Choice Act of 1991. Notwithstand
ing any other provision of Federal law or any 
provision of State law, any consolidation ef
fected in accordance with this subsection 
shall be permissible within a State as of 18 
months after the date of enactment of the 
Financial Institutions Safety and Consumer 
Choice Act of 1991, unless such State has en
acted a law in accordance with section 
5155(d)(2)(A) of the Revised Statutes or sec
tion 18(d)(5)(A) of the Federal Deposit Insur
ance Act that applies equally to national and 
State banks and that expressly prohibits all 
out-of-State banks from establishing or ac
quiring branches located in that State. 

"(2) ADDITIONAL BRANCHES.-The consoli
dated bank may, subject to compliance with 
all applicable Federal or State laws relating 
to the establishment, acquisition or oper
ation of a branch, establish, acquire and op
erate additional branches at any location 
where the consolidate bank or a preexisting 
bank could, if they had not been parties to 
such consolidation, have established or ac
quired and operated a branch, unless pre
cluded by any provision of State law in exist
ence on the date of the enactment of the Fi
nancial Institutions Safety and Consumer 
Choice Act of 1991. 

"(3) EFFECT OF STATE PROHIBITION OF 
BRANCHING.-If, during the period beginning 
18 months from the date of the enactment of 
the Financial Institutions Safety and 
Consumer Choice Act of 1991 and ending on 
the expiration of 3 years from such date of 
enactment, a consolidation authorized by 
paragraph (1) is effected resulting in the con
version of a bank into a branch located in a 
State which, after such consolidation, has 

enacted a law that applies equally to na
tional and State banks and that expressly 
prohibits all out-of-State banks from estab
lishing or acquiring branches located in that 
State, then such branch shall, under regula
tions of the Federal or State banking au
thority having jurisdiction of the bank prior 
to its conversion into a branch, be promptly 
converted bank back into the bank as it ex
isted prior to such consolidation. 

"(4) APPLICABLE LAW.-Any branch of ana
tional bank established or acquired in con
nection with a consolidation or other trans
action under paragraph (1) shall be subject to 
the laws of the host State with respect to 
intrastate branching, consumer protection, 
fair lending, and community reinvestment as 
if it were a branch of a bank chartered by 
that State, unless such State law, is pre
empted by Federal law regarding the same 
subject. There shall be no discriminatory ef
fect in the application of such laws between 
a branch of a bank chartered by the host 
State and in-State branches of out-of-State 
national banks. Such State laws shall be en
forced, with respect to branches of national 
banks by the Comptroller of the Currency. 
All other laws of the host State shall apply 
as if the branch was a national bank situated 
in that State.". 

Mr. VENTO (during the reading). Mr. 
Chairman, I ask unanimous consent 
that the amendment, as modified, be 
considered as read and printed in the 
RECORD. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Minnesota? 

There was no objection. 
The CHAIRMAN. Under the rule, the 

gentleman from Minnesota [Mr. VENTO] 
will be recognized for 15 minutes, and a 
Member opposed will be recognized for 
15 minutes. 

Mr. BEREUTER. Mr. Chairman, if no 
one is in opposition, I ask unanimous 
consent to claim the 15 minutes in op
position. 

The CHAffiMAN. Is any Member in 
opposition to the amendment? 

Is there objection to the request of 
the gentleman from Nebraska? 

There was no objection. 
The CHAIRMAN. The Chair recog

nizes the gentleman from Minnesota 
[Mr. VENTO]. 

Mr. VENTO. Mr. Chairman, I yield 
myself 3 minutes. 

Mr. Chairman, pursuant to the unan
imous-consent request Friday, Novem
ber 1, 1991, I have submitted a modified 
version of my amendment at the desk. 
I have asked that the reading of the 
amendment be dispensed with. 

Mr. Chairman, I am offering this 
amendment today with Congressman 
BEREUTER, the chairman of the full 
Banking Committee, Mr. GONZALEZ, 
the ranking minority member, Mr. 
WYLIE and other members of the Bank
ing Committee. I would like to thank 
them and their staffs for their coopera
tion on this amendment. 

This amendment is a bipartisan con
sensus amendment marked out by my
self and Mr. BEREUTER. It is a com
promise between those members such 
as myself who would have preferred the 
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more restrictive opt in alternative, and 
those members such as Mr. BEREUTER 
who advocate an opt out, and those 
members such as Mr. WYLIE, who 
sought to maintain the original admin
istration position. I want to thank the 
members involved in the discussions 
about this matter for their cooperation 
in reaching this compromise. 

This compromise is a fair deal for 
States, for banks and for consumers. 

Under the consensus amendment, 
States will be provided with 3 years to 
elect to opt out of interstate branch
ing. States will also be permitted toes
tablish nondiscriminatory laws that 
cover branches on such crucial 
consumer concerns as fair lending, 
consumer protection, and public filing 
disclosures. This amendment also re
tains the committee-reported provi
sions on the Community Reinvestment 
Act and credit making by out-of-State 
branches. 

The Vento-Bereuter amendment pro
vides the banks with certainty. Under 
the compromise, banks will be able to 
branch in a State in 3 years unless that 
State opts out of the system. Inter
state banking will be permitted nation
wide in 18 months and after the 18 
month period, banks will also be able 
to consolidate existing free-standing 
banks as well as those banks for which 
an acquisition application has been 
filed by the date of enactment. 

Mr. Chairman, one of the major 
underpinnings of the administration's 
banking proposal is interstate branch
ing. The administration claimed that 
such branching would realize millions 
and millions of dollars for the banks 
and be the difference between success 
and failure. 

The issue is not so crystal clear. 
Branching is not the panacea that the 
administration claims. The savings 
will not be as great as the administra
tion claims and there are potential pit
falls. 

To be certain, the banks that are cur
rently well managed will succeed and 
grow under branching. But for those 
banks that are not well managed or 
that already have bad loan portfolios, 
branch banking is not a magic wand 
that will cure those ills. That is why 
the safeguards in the Vento-Bereuter 
amendment are so essential. Only well 
managed, healthy banks will be able to 
branch under the compromise amend
ment. 

In its blind embrace of branching, the 
administration has run roughshod over 
State rights by precluding any role for 
the States to opt out of the system or 
to impose responsible controls on 
branch operations. The Vento-Bereuter 
amendment restores the appropriate 
State role in a workable, reasonable 
manner. 

Mr. Chairman, I urge my colleagues 
to support this bipartisan compromise. 
The amendment has broad support in
cluding the National Governors Asso-

elation, the American Bankers Asso
ciation, the Conference of State Bank 
Supervisors, the Consumer Federation 
of America, and the Department of the 
Treasury. I urge your vote for the 
amendment. 

Mr. Chairman, I reserve the balance 
of my time. 

0 1230 
Mr. BEREUTER. Mr. Chairman, I 

yield myself such time as I may 
consume. 

Mr. Chairman, I rise in support of the 
Vento-Bereuter amendment, and urge 
my colleagues to adopt the amend
ment. 

Mr. VENTO and I were joined in filing 
this amendment by distinguished 
Banking Committee members ANNUN
ZIO, KLECZKA, LEACH, NUSSLE, CARPER, 
GILLMOR, and THOMAS and the amend
ment is now supported by the distin
guished chairman and ranking member 
of the Banking Committee, the gen
tleman from Texas [Mr. GONZALEZ] and 
the gentleman from Ohio [Mr. WYLIE] 
respectively. 

By way of background, this Member 
notes that if enacted, title III of H.R. 6 
would repeal the Douglas amendment 
to the Bank Holding Company Act to 
authorize full nationwide banking for 
bank holding companies and repeal the 
McFadden Act to allow interstate 
branching for banks. 

The amendment is a compromise 
amendment reflecting a number of con
cerns and viewpoints, particularly with 
respect to the ability of banks to 
branch across State lines. In summary, 
our amendment would give States an 
opportunity to decide whether to rely 
on the interstate branching structure 
contained in H.R. 6, or opt-out of the 
framework. 

Specifically, the amendment would 
make no change in the fundamental di
rection of the interstate banking provi
sions in H.R. 6. It does, however-

Reduce the delay of interstate bank
ing from 3 years to 11/2 years after date 
of enactment; 

Require that banks entering a State 
have to comply with all State laws per
taining to community investment, 
lending-for example, the amendment 
also requires the Comptroller of Cur
rency to check Community Reinvest
ment Act compliance of national banks 
seeking to expand into other States, 
but no additional ORA requirements 
are imposed; 

Allow branching based on State law
the amendment further stipulates that, 
except for existing law as in the case of 
illinois and Arkansas, a State can't re
quire acquisition of a bank more than 
5 years old; 

Establish an opt out-opt in window 
for 3 years after date of enactment, as 
found in the Senate bill. It also speci
fies that even if a State has opted out, 
it can come back into full interstate 
branching even if the 3 year time frame 

has expired. Further it specifies that if 
a State opts out, banks located in the 
State will not be able to branch into 
another State; 

Set concentration limits-national 
limit of 10 percent of insured deposi
tory institution assets and a limit of 
30-percent insured depository institu
tion assets at State level-although a 
State can waive that requirement; 

Allow existing banks to convert to 
branches within 18 months after date of 
enactment-consolidation language; 

Forbid a State from imposing re
quirements on potential acquisitions 
not imposed on in-State banks; 

Allow a State to apply its own laws if 
it opts out-the amendment specifies 
the kinds of State laws that would pre
vail unless specifically preempted
e.g., intrastate branching, ORA, fair 
lending, community reinvestment. 

In my view, while Congress can set 
Federal standards, States need an op
portuni ty to examine the proposed 
changes in the general area of inter
state banking and an opportunity to 
opt out. 

Nearly all States allow either some 
sort of interstate banking or branching 
by depository institutions, but they 
also impose their own requirements, 
based on local conditions and markets, 
such as-method of entry, application 
procedures, reporting requirements, 
and requirements for community in
vestment and economic development 
activities. 

Why an opt-out rather than an opt
in? 

In my view, an opt-out presents the 
most equitable solution to allowing 
States a chance to consider nationwide 
banking and branching, while still set
ting a Federal standard for federally 
insured depository institutions. 

Given that 48 States allow some form 
of interstate banking, and others have 
specific laws pertaining to branching, 
an opt-in approach will only com
plicate, rather than simplify, the exist
ing interstate branching and banking 
structure. 

Further, the potential benefits, as 
well as the costs of permitting full 
interstate branching, are not so great 
as to warrant a State review. Most im
portantly, an opt-out rather than opt
in would require States to address the 
issue rather than avoiding the topic. If 
the House adopts an opt-in amend
ment-that may follow this amend
ment-it will accomplish very little in 
moving the Nation along in the active 
consideration and substantial imple
mentation of nationwide branch bank
ing. 

I doubt whether even a half dozen 
States would opt-out during this 36 
month period, but State legislatures 
ought to be given the opportunity to 
consider having their State opt out. 
That, my colleagues, is a privilege we 
in the Congress ought to be pleased to 
give State legislators-a chance for ac-
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tion on the issue rather than just 
blaming Congress for forcing interstate 
branch banking upon their States. I 
ask my colleagues isn't that oppor
tunity to act rather than simply com
plain an option it would really be a 
pleasure to offer them? 

I stress that our amendment, crafted 
with considerable care over several 
weeks, with the benefit of observing 
Senate action, has taken into consider
ation a whole range of concerns and de
sires, including: 

Those of the administration, those of 
State bank regulators, those of the 
banking industry-ranging from small 
institutions to regional and larger 
banks-and those of State govern
ments-note: The National Governors 
Association and the Conference of 
State Bank Supervisors supports the 
Vento-Bereuter amendment. 

As a result of our work on this 
amendment, the American Bankers As
sociation now supports the amend
ment, and I understand that the Treas
ury Department has reversed their ear
lier mild opposition to the opt out ap
proach since the concept was first con
sidered in the Banking Committee. 

This legislation must give States the 
option of not participating in the bill's 
interstate branching provisions-rath
er than superimposing the new inter
state branching law upon them. 

In some States, such as this Mem
ber's home State, Nebraska, mandated 
interstate branching is still a major 
concern among some of our citizens. 
States that have established branching 
laws have also spelled out under what 
conditions that branching can occur. 

In conclusion, this Member urges 
adoption of the amendment: 

It is a compromise th?..t will gen
erally continue to allow banks to con
solidate their operations, thereby re
ducing operational costs, 

It will continue to adequately cap
italized banks to acquire other banks, 
and 

It will still grant some time for 
States, through their legislative bod
ies, to examine what is most appro
priate for them. 

Mr. Chairman, I yield such time as he 
may consume to the gentleman from 
Ohio [Mr. WYLIE], the distinguished 
ranking member of the full committee. 

Mr. WYLIE. Mr. Chairman, I thank 
the gentleman for yielding to me. 

Mr. Chairman, I rise in support of the 
Vento-Bereuter amendment. Both the 
gentleman from Minnesota [Mr. VENTO] 
and the gentleman from Nebraska [Mr. 
BEREUTER] have worked very hard to 
bring to the floor a compromise. Per
sonally, I would have preferred a 
straight opt-out amendment, but this 
is a good amendment. It is a good com
promise, and as the gentleman from 
Nebraska [Mr. BEREUTER] said, he 
thinks the administration is in support 
of the amendment. 

I can tell him with assurance that 
the administration is in support of the 

amendment and urges adoption. One of 
the reasons the Treasury was against 
the amendment originally was that 
there was no antidiscrimination lan
guage included, but that has been 
taken care of now. 

As I have said numerous times, I be
lieve that permitting nationwide bank
ing and branching is one of the most 
important reforms that we are making 
in this bill. It is good for the banks. It 
is good for the customers. It is good for 
our economy. I think it will help pre
vent bank failures. 

But due to the concerns of the 
States, this amendment will let them 
opt out of branching, if they so choose. 
I think there are only four States 
which do not now allow interstate 
branching or banking of some sort. Due 
to the concerns of the States, this 
amendment will let them opt out, 
branching, in their own way and in 
their own time. 

But due to their concerns, we did put 
in some safeguards, and I think that 
most of the States now, when they evi
dence some concern about the opt-in 
provision, would now support this opt
out provision. And I think the gen
tleman from Nebraska did make that 
point very well. 

Under the compromise, we will per
mit nationwide banking in 18 months, 
nationwide branching in 3 years, and 3 
years for the States to opt out. I make 
that point. They will have 3 years to 
opt out. They do not have to drop dead 
on the passage of the bill. That was one 
of the objections, I think, to my origi
nal opt-out amendment. I can under
stand where they are coming from. 

States could, however, opt out sooner 
if they so desire. Existing banks will be 
able to consolidate their operations in 
the branches within 18 months. Out-of
State banks will be subject to State 
law in important areas such as 
consumer protection, community rein
vestment, and fair lending. States will 
be able to condition the entry of out
of-State banks to buying existing insti
tutions. That is another important pro
vision in here, but with reasonable lim
its on this power. 

Mr. Chairman, I urge Members to 
vote for the Vento-Bereuter amend
ment. 

Mr. BEREUTER. Mr. Chairman, Ire
serve the balance of my time. 

Mr. VENTO. Mr. Chairman, I yield 
such time as he may consume to the 
gentleman from Texas [Mr. GoNZALEZ], 
chairman of the committee. 

Mr. GONZALEZ. Mr. Chairman, I cer
tainly want to thank the gentleman 
from Minnesota [Mr. VENTO] and also 
thank him for having worked out and 
forged this compromise. This is a com
promise. The amendment provides for 
interstate banking and branching in 
what I would say in an effective and 
balanced way. 

Interstate banking and branching 
provide banks with the necessary effi-

ciencies and geographic diversification 
to help banks be stronger. The fact of 
the matter is that this will continue to 
be an issue, but I thank that since the 
advent of such things as the instanta
neous electronic communication, the 
days of the rigid State border barriers 
are doomed. It is just a matter of how, 
from the public interest, we can pro
tect the greatest interests of the great
est number. 

This amendment provides a needed 
balance between profitability and the 
important interests of the various 
States by providing States with the 
ability to determine how and to what 
extent banks can branch into their 
State. 

The amendment grants States, such 
as my own home State of Texas, a late
comer, to doing away with unitary 
banking as well as providing for some 
form of interstate, and that legislature 
meets every 2 years. So this bill, this 
amendment would give the time nec
essary to opt out of interstate branch
ing, if the legislature desires. 

It also gives host States the ability 
to require out-of-State banks to make 
loans in the host State, which I think 
is the main objective. 

So with that, I want to thank the 
gentleman from Minnesota [Mr. 
VENTO]. 

Mr. VENTO. Mr. Chairman, I reserve 
the balance of my time. 

Mr. BEREUTER. Mr. Chairman, I 
yield 3 minutes to the gentleman from 
Wyoming [Mr. THOMAS], a member of 
the Committee on Banking, Finance 
and Urban Affairs who has been very 
active in this legislation. 

Mr. THOMAS of Wyoming. Mr. Chair
man, of all the provisions in H.R. 6, the 
interstate branching provisions do 
cause me and folks in my State some 
concern. 

My experience with the dual banking 
system in Wyoming has been positive. 
Since I lean toward local government 
and States' rights, I find it easy to sub
scribe to the idea of a dual banking 
system. 

Full nationwide interstate branching 
will result in a new banking system, di
versified into all areas of the country. 

The State's role as a regulator must 
not be overlooked. They can add a good 
deal of insight when looking at con
centration levels, State laws and regu
lation to protect consumers, and local 
economic development needs. 

The Vento-Bereuter amendment 
gives the States a 3-year opt-in/opt-out 
window for interstate branching. 

If there is such a thing, this is indeed 
a good compromise. The current bill 
calls for immediate interstate branch
ing with no State input. Let's not be 
left with this. 

It allows States to decide whether or 
not to take part in interstate branch
ing. 

In addition, it yields to States who 
can impose nondiscriminatory condi-
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tiona upon the operation of out-of
State banks within their borders. 

If you support the notion of State 
rights and the benefits of their input, I 
would urge you to vote for this amend
ment. 

Let us not be left with the current 
language currently in title III. 

0 1240 
Mr. BEREUTER. Mr. Chairman, Ire

serve the balance of my time. 
Mr. VENTO. Mr. Chairman, I yield 3 

minutes to the gentleman from Wis
consin [Mr. KLECZKA], one of the major 
participants and authors of the amend
ment. 

Mr. KLECZKA. Mr. Chairman, I 
thank the gentleman for yielding time 
tome. 

Mr. Chairman, I would like to com
pliment the gentleman from Minnesota 
[Mr. VENTO] and the gentleman from 
Nebraska [Mr. BEREUTER] for the lead
ership they have shown in developing a 
compromise on the interstate branch
ing issue. 

I was proud to work with them on 
this matter in the House Banking Com
mittee, where we were not able to pre
vail. I am happy to join today in 
strongly supporting this amendment, 
which now has the support of the 
Consumer Federation of America, the 
Treasury, the Conference of State 
Bank Supervisors, and the American 
Bankers Association. 

The bill initially proposed to the 
Congress by the administration pro
vided for unrestricted interstate 
branching, a radical change in the law 
which would lead, almost certainly, to 
a distinctly centralized banking sys
tem. 

Put in simple terms, it reflected the 
philosophy of this administration when 
it comes to banking which is: Bigger is 
better. 

In my view, interstate decisions 
should be made with the advice of the 
various State legislatures. They should 
not be made in New York or Washing
ton DC. 

Without the Vento-Bereuter amend
ment, States would have no control 
over bank decisions to branch within 
their borders. 

When it comes to banking, commu
nities in Wisconsin and elsewhere need 
institutions which seek to establish 
roots, not branches. 

If we do not adopt the Vento-Bereu
ter amendment, we will certainly see a 
sharp reduction in the number of 
banks, which now number approxi
mately 12,000 nationwide. It could well 
signal an end to traditional community 
banks, which have served credit needs, 
especially of smaller businesses, par
ticularly well for many years. 

Without appropriate decisionmaking 
in the various States, we face a pros
pect that lending and other policy deci
sions once made by neighbors will be 
made by people who we do not know, 
and never will know. 

Lending and other policy decisions 
how made at the local level may be 
made at a distant corporate head
quarters. In some instances, essential 
decisions may be made overseas at a 
headquarters of a parent bank em
barked on a U.S. branch bank strategy. 

The Vento-Bereuter amendment 
strikes an appropriate balance on this 
matter. I am pleased it retains an 
amendment I added to H.R. 6 in the 
House Banking Committee which re
quires the appropriate Federal finan
cial regulator to prepare a separate, 
written evaluation of an institution's 
CRA performance in each State in 
which the institution maintains 
branches. This provision is essential if 
we are to ensure that banks enter an 
area not simply to gather deposits, but 
also to make loans to the community. 

The Vento-Bereuter amendment al
lows nationwide interstate banking 
after 18 months and establishes a 3-
year window for States to opt out of 
interstate branching. In addition, the 
amendment set reasonable concentra
tion limits of 10 percent nationwide 
and 30 percent statewide to protect 
against undue consolidation by a par
ticular institution. 

I urge support for the Vento-Bereuter 
amendment. 

Mr. BEREUTER. Mr. Chairman, I 
yield 1 minute to the distinguished 
gentleman from Iowa [Mr. NussLE], a 
first-term active Member. 

Mr. NUSSLE. Mr. Chairman, I thank 
the gentleman for yielding time to me. 

Mr. Chairman, I rise today in support 
of the Vento-Bereuter amendment to 
allow States to play a role in the deci
sions regarding interstate branching. 
H.R. 6, as reported out of the Banking 
Committee, repeals the Douglas 
amendment to the Bank Holding Com
pany Act and the McFadden Act au
thorizing full nationwide banking and 
interstate branching respectively. 

These changes to decades-old bank
ing laws will streamline the existing 
patchwork of interstate banking laws 
and provide the opportunity for many 
banks to consolidate their operations 
to strengthen their capital positions, 
which is desperately needed in the in
dustry at this time. Those are laudable 
goals. I do have concerns, however, 
over the level of participation for 
States under this bill. 

I believe State governments should 
play a significant role in structuring a 
system of nationwide branching. The 
amendment offered by Congressmen 
VENTO and BEREUTER is the best meth
od of achieving this goal. This amend
ment forces States to closely examine 
their options with regard to interstate 
branch banking and determine whether 
or not this system will be beneficial to 
their banks, consumers, and the econ
omy of the State. I urge my colleagues 
to support the Vento-Bereuter amend
ment. 

Mr. VENTO. Mr. Chairman, I yield 3 
minutes to the distinguished gen-

tleman from Delaware [Mr. CARPER], a 
member of the committee and a co
sponsor of the amendment. 

Mr. CARPER. Mr. Chairman, I thank 
the gentleman for yielding time to me. 
The amendment that is before us at 
this moment is similar, quite similar, 
in fact, to an amendment that almost 
prevailed in the full Committee on 
Banking, Finance and Urban Affairs. 
We came very close to passing some
thing along these lines. I am pleased to 
have had the opportunity to work with 
the gentleman from Minnesota [Mr. 
VENTO] and the gentleman from Ne
braska [Mr. BEREUTER] and others 
within the coalition since that markup 
to bring us together on what I think is 
both good public policy and policy that 
is likely to prevail here today. 

Whether we like it or not, interstate 
banking is occurring in our country 
and prevails in virtually all States 
today. Unfortunately, the version of 
interstate banking that is taking place 
in the United States these days is not 
the most efficient, it is not the most 
economical, neither for banks nor, ulti
mately, for consumers. It turns out 
probably it is the most expensive way 
to go to interstate banking. 

The language in the bill that is be
fore us today without this amendment 
frankly is not sensitive to the rights of 
States to have a voice and to say 
whether or not they believe it is good 
for them to participate in interstate 
branching in this country. If a State, 
under this amendment, wants to stay 
out of interstate branching, if they 
want to be excluded from interstate 
branching, to preclude others from 
coming in, all a legislature and a gov
ernor have to do is simply to pass a law 
and say "We opt out. We do not want 
to play at this point in time." Ulti
mately, if they decide to change their 
minds and elect at some future date to 
participate in interstate branching, 
they may do that. This approach is opt 
out. It is a good approach. My guess is 
that most States will not elect to opt 
out. My guess is most States will elect 
to participate in interstate branching, 
but for any who want to opt out they 
will have with this amendment the op
portunity to opt out. 

The amendment is a very good com
promise between those who frankly be
lieve interstate branching is good and 
would like to see it take place and 
those who have some grave concerns 
about interstate branching. 

This is a compromise that says we 
are going to move toward interstate 
branching, but if a State has some 
overriding concern that would compel 
them to keep out at this time, they 
may voice their opinion and exercise 
the right of their State to opt out. 

Mr. VENTO. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, as has been indicated, 
this amendment and this topic has 
been before the Committee on Bank-
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ing, Finance and Urban Affairs for 
many years. It has been well over 50 
years since restrictions on interstate 
banking and interstate branching have 
been a part of the fabric of our law. 
Trying to deal with that and deal with 
the dual regulatory system between 
the States and national Government is 
a very difficult matter on which to 
craft public policy and find a path of 
compromise. We have successfully done 
that and a lot of Members deserve cred
it. 

I know several years ago I labored on 
an opt-out amendment in the Banking 
Committee. We are going to hear more 
discussion today on an opt-in amend
ment. The basic difference I think is 
that in the opt-out amendment the 
States are required, they must address 
the issue in an affirmative manner if in 
fact they want to exercise certain 
State responsibilities as opposed to, for 
instance, not taking any action under 
the amendment that will be offered by 
my good friend and colleague, the gen
tleman from New Mexico [Mr. RICHARD
SON]. 

I think the Vento amendment before 
us now is the best way to function, to 
require a positive action by States, an 
affirmative action in terms of making 
a change in terms of not participating 
in interstate banking or interstate 
branching. 

0 1250 

The option of interstate banking and 
interstate branching should enhance 
the profitability of banks. It does-the 
banks claim-provide for greater diver
sity. It does provide certain economies, 
and I know that our compromise has 
dealt with all of the different possibili
ties in terms of interstate banking and 
interstate branching. 

As an example, varied regions that 
have interstate banking, the sequence 
that we are proposing in the amend
ment before the House is to move for
ward in terms of permitting those pow
ers to devolve to the specific financial 
institutions, it is an orderly process. 
The amendment has been given a lot of 
thought and a lot of support. As I said, 
it is supported by the Consumer Fed
eration of America, the American 
Bankers' Association, the State Bank
ers' Supervisors' Association, and, of 
course, numerous Members of Con
gress. I appreciate their support and 
the efforts they have made to weld this 
compromise, an important part of our 
bill. 

Mr. Chairman, I have no further re
quests for time, and I yield back the 
balance of my time. 

Mr. BEREUTER. Mr. Chairman, I 
yield 1 minute to the gentleman from 
Iowa [Mr. LEACH], a Member who has 
also been involved in preparing this 
compromise. 

Mr. LEACH. Mr. Chairman, let me 
just say that this is a very thoughtful 
compromise. 

I would like to ask one question of 
the two gentlemen if I could. 

My office just received this morning 
a phone call from the office of the 
multistate tax commission that rep
resents State tax commissioners: We, 
as you know, in another portion of this 
bill have carefully written a com
promise that keeps the tax liabilities 
for banks at the States where profit is 
made. There apparently is a bit of un
certainty the way this is written that 
it might impinge upon that principle. 

I am right, am I not, that there is no 
intent to overthrow that principle in 
this amendment? 

Mr. VENTO. Mr. Chairman, will the 
gentleman yield? 

Mr. LEACH. I am happy to yield to 
the gentleman from Minnesota. 

Mr. VENTO. It is not our intent to 
modify the method of taxation through 
the changes that we are making in 
interstate banking or interstate 
branching in this measure or amend
ment before us. 

Mr. LEACH. That was my under
standing. Is that the understanding of 
the gentleman from Nebraska? 

Mr. BEREUTER. Mr. Chairman, will 
the gentleman yield? 

Mr. LEACH. I am happy to yield to 
the gentleman from Nebraska. 

Mr. BEREUTER. Mr. Chairman, yes, 
it is my understanding. 

Mr. LEACH. Mr. Chairman, I think it 
is good to have that in the RECORD. Let 
me just say that I think the gentleman 
from Minnesota and the gentleman 
from Nebraska did a wonderful job 
crafting this compromise. 

Mr. BEREUTER. Mr. Chairman, I 
yield myself such time as I may 
consume. 

Mr. Chairman, I want to thank all 
the gentlemen previously mentioned by 
this Member, particularly the distin
guished gentleman from Minnesota 
[Mr. VENTO], who have been involved in 
drafting this compromise. It has been 
my pleasure to join them in the effort. 

Mr. Chairman, I urge my colleagues 
to support the Vento-Bereuter opt-out 
amendment. 

Mr. Chairman, I have no further re
quests for time, and I yield back the 
balance of my time. 

Mr. MORAN. Mr. Chairman, I rise in support 
of the amendment offered by Representatives 
BRUCE VENTO and DOUG BEREUTER. This 
amendment would address many of the con
cerns I had on interstate branching with the 
original bill that was approved by the House 
Banking Committee. 

First, it gives the States the option to opt out 
of interstate branching. I do not believe Vir
ginia will follow this course, but this State right 
should not be preempted by the Federal Gov
ernment. 

Second, by allowing States the authority to 
establish the requirements on out-of-State 
banks that want to branch in-State, the 
amendment will help preserve the current dual 
banking system. Most of the innovative bank
ing services we have witnessed over the past 

two decades, such as ATM machines and 
NOW accounts, evolved at the State level. 
Federal legislation should not stifle State inno
vation. 

Mr. Chairman, the Federal financial regu
latory agencies could learn a thing or two from 
Virginia's bank supervisor. Mr. Sidney A. Bai
ley is a man of integrity who fought hard to 
close troubled institutions when the Federal 
regulators chose to look the other way. We 
should not undermine a State like Virginia 
from establishing conditions that will ensure 
the safety and soundness of Virginia institu
tions. 

Third, by setting concentration limits on the 
amount deposits banks can hold in any one 
State, the amendment addresses my concern 
that interstate branching will create a rash of 
bank mergers and acquisitions whose end re
sult will be large megabanks that are unre
sponsive to local needs. 

Mr. Chairman, this is a good amendment, 
and I am pleased to support it. 

The CHAIRMAN. The question is on 
the amendment, as modified, offered by 
the gentleman from Minnesota [Mr. 
VENTO]. 

The question was taken; and the 
Chairman announced that the ayes ap
peared to have it. 

RECORDED VOTE 

Mr. VENTO. Mr. Chairman, I demand 
a recorded vote. 

A recorded vote was ordered 
The vote was taken by electronic de

vice, and there were-ayes 366, noes 4, 
answered "present" 1, not voting 62, as 
follows: 

Abercrombie 
Ackerman 
Allard 
Anderson 
Andrews (ME) 
Andrews (NJ) 
Andrews (TX) 
Annunzio 
Anthony 
Applegate 
Archer 
Armey 
As pin 
Atkins 
AuCoin 
Bacchus 
Baker 
Ballenger 
Barnard 
Barrett 
Barton 
Bateman 
Beilenson 
Bennett 
Bereuter 
Berman 
Bevill 
Bilbray 
Bliley 
Boehlert 
Boehner 
Bonior 
Boucher 
Boxer 
Brewster 
Brooks 
Broomfield 
Browder 
Brown 
Bruce 
Bunning 
Burton 
Bustamante 

[Roll No. 367] 

AYEs-366 
Calla.ha.n 
Camp 
Campbell (CA) 
Cardin 
Carper 
Carr 
Chandler 
Clement 
Clinger 
Coble 
Coleman (MO) 
Coleman (TX) 
Collins (lL) 
Collins (MI) 
Combest 
Condit 
Conyers 
Costello 
Coughlin 
Cox (CA) 
Cox (lL) 
Coyne 
Cramer 
Crane 
Cunningham 
Darden 
Davis 
de la Garza. 
DeFazio 
DeLauro 
DeLay 
Dell urns 
Derrick 
Dicks 
Dingell 
Donnelly 
Dooley 
Doolittle 
Dorgan(ND) 
Dornan (CA) 
Downey 
Dreier 
Duncan 

Durbin 
Early 
Eckart 
Edwards (CA) 
Edwards (OK) 
Edwards (TX) 
Emerson 
English 
Erdreich 
Espy 
Evans 
Ewing 
Fascell 
Fa well 
Fazio 
Feighan 
Fields 
Fish 
Flake 
Foglietta. 
Frank (MA) 
Franks (CT) 
Frost 
Gallegly 
Gallo 
Gaydos 
Gejdenson 
Geka.s 
Geren 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Glickman 
Gonzalez 
Goodling 
Gordon 
Goss 
Gradison 
Grandy 
Gunderson 
Hall (OH) 
Hall (TX) 
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Hamilton McEwen Sangmeister 
Hammerschmidt McGra.th Santorum 
Hancock McMillan (NC) Sawyer 
Hansen McMillen (MD) Saxton 
Ha.rris McNulty Scba.efer 
H.a.stert Meyers Scheuer 
Hayes (IL) Mtume Schiff 
H&yes(LA) Miller (CA) Schroeder 
Hefley Miller (OH) Schulze 
Hefner Miller (WA) Schumer 
Henry Min eta Sensenbrenner 
Hertel Moakley Serrano 
Hoagland Mollohan Sharp 
Hobson Montgomery Shaw 
Hochbrueckner Moody Shays 
Horn Moorhead Shuster 
Horton Moran Sisisky 
Houghton Morella Skaggs 
Hoyer Morrison Skeen 
Hubbard Murphy Skelton 
Huckaby Murtha Slattery 
Hughes Myers Slaughter (NY) 
Hunter Nagle Smith(FL) 
Hutto Natcher Smith (IA) 
Inhofe Neal (NC) Smith(NJ) 
Ireland Nichols Smith (OR) 
Jacobs Nowak Snowe 
James Nussle Solarz 
Jefferson Oakar Solomon 
Jenkins Oberstar Spence 
Johnson (CT) Obey Spratt 
Johnson (SO) Olin Staggers 
Johnson (TX.) Olver Stark 
Jones(GA) Orton Stearns 
Jones (NC) Owens (NY) Stenholrn 
Jantz Owens (UT) Stokes 
Kanjorski Oxley Stump 
Kaptur Packard Swett 
Kasich Pallone Swift 
Kennedy Panetta Synar 
Kennelly Parker Tallon 
Kildee Pastor Tanner 
Kleczka Patterson Tauzin 
Klug Paxon Taylor (NC) 
Kolbe Payne (VA) Thomas(GA) 
Kolter Penny Thomas (WY) 
Kopetski Perkins Thornton 
Kostmayer Peterson (FL) Torres 
Kyl Petri Torricelli 
Lagomarsino Pickett Tra.ficant 
Lancaster Pickle Unsoeld 
LaRocco Porter Upton 
Leach Poshard Valentine 
Lehman(CA) Price Vander Jagt 
Lehman (FL) Pursell Vento 
Lent Qu1llen Visclosky 
Levin (Ml) Rahall Volkmer 
Lewis(CA) Ramstad Vucanovich 
Lewis(FL) Ravenel Walker 
Lewis (GA) Reed Walsh 
Lightfoot Regula Washington 
Lipinski Rhodes Waters 
Livingston Richardson Waxman 
Lloyd Ridge Weber 
Long Riggs Weiss 
Luken Rinaldo Wheat 
Maohtley Roberts Whitten 
Markey Roe Williams 
Martin Roemer Wilson 
Martinez Rogers Wise 
Matsui Rohra.baoher Wolf 
Mavroules Rostenkowski Wyden 
Mazzoli Roth Wylie 
McCandless Roukema Yates 
McCloskey Rowland Yatron 
McCrary Roybal Young(AK) 
McCurdy Russo Young (FL) 
McDade Sabo Zeliff 
McDermott Sanders Zimmer 

NOE8-4 
Herger LaFalce Sa.rpalius 
Johnston 

ANSWERED "PRESENT"-! 
Cooper 

NOT VOTING---62 

Alexander Chapman Engel 
Bentley Clay Ford(Ml) 
B111ra.k1s Dannemeyer Ford (TN) 
Borski Dickinson Gephardt 
Bryant DiXon Gingrich 
Byron Dwyer Green 
Campbell (CO) Dymally Guarini 
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Hatcher 
Holloway 
Hopkins 
Hyde 
Lantos 
Laughlin 
Levine (CA) 
Lowery (CA) 
Lowey (NY) 
Manton 
Marlenee 
McCollum 
McHugh 
Michel 

Mink 
Molinari 
Mra.zek 
Neal (MA) 
Ortiz 
Payne (NJ) 
Pease 
Pelosi 
Peterson (MN) 
Rangel 
Ray 
Ritter 
Ros-Lehtinen 
Rose 
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Savage 
Sikorski 
Slaughter (VA) 
Smith(TX) 
Stallings 
Studds 
Sundquist 
Taylor(MS) 
Thomas(CA) 
Towns 
Traxler 
Weldon 
Wolpe 

Mr. ALLARD changed his vote from 
"no" to "aye." 

So the amendment, as modified, was 
agreed to. 

PERSONAL EXPLANATION 
Mrs. LOWEY of New York. Mr. Chairman, 

due to mechanical difficulties on the plane on 
which I returned to Washington, I unavoidably 
missed the vote on the Vento-Bereuter 
amendment earlier today. Had I been present, 
I would have voted "no." 

The CHAIRMAN. It is now in order to 
consider amendment No. 9 printed in 
House Report 102-281. 

AMENDMENT OFFERED BY MR. RICHARDSON 
Mr. RICHARDSON. Mr. Chairman, I 

offer an amendment. 
The CHAffiMAN. The Clerk will des

ignate the amendment. 
The text of the amendment is as fol

lows: 
Amendment offered by Mr. RICHARDSON: 

Page 187, beginning on line 1, strike sections 
302, 303, 304, and 305, through page 203, line 11 
and insert the following (and redesignate the 
subsequent sections and conform the table of 
contents accordingly): 
SEC. 302. INTERSTATE BRANCHING BY NATIONAL 

BANKS AND STATE BANKS. 
(a) NATIONAL BANKS.-Section 5155 of the 

Revised Statutes (12 U.S.C. 26) is amended by 
adding at the end the following new sub
section: 

"(i) INTERSTATE BRANCHING.-
"(!) IN GENERAL.-Notwithstanding any 

other subsection of this section, a national 
bank, with the approval of the Comptroller 
of the Currency, may establish and operate a 
branch at any location in any State other 
than the State in which the main office of 
such bank is maintained if the establishment 
and operation of such branch in the State (in 
which such branch is to be located) is specifi
cally authorized under the statute of law of 
such State, by language to that effect and 
not by implication. 

"(2) SUBJECT TO STATE LAW REQUIRE
MENTS.-The establishment and operation of 
any branch of a national bank under para
graph (1) shall be subject to any require
ment, condition, or limitation established 
under or pursuant to the law of the State in 
which the branch is (or is proposed to be) lo
cated. 

"(3) SUBJECT TO CAPITAL REQUIREMENTS.-A 
national bank may not establish or operate 
any branch under paragraph (1) unless it is a 
level 2 depository institution (as defined 
under section 38 of the Federal Deposit In
surance Act) which maintains capital that 
exceeds the required minimum ratio for each 
relevant capital measure.". 

(b) STATE NONMEMBER INSURED BANKS.
Section 18(d) of the Federal Deposit Insur
ance Act (12 U.S.C. 1828(d)) is amended by 
adding at the end the following: 

"(3) STATE NONMEMBER INSURED BANK 
BRANCHES IN OTHER STATES.- The Corpora-

tion may not approve the establishment and 
operation of any branch of a State 
nonmember insured bank at any location in 
any State other than the State in which such 
bank is chartered, unless--

"(A) the establishment and operation of 
such branch in the State (in which such 
branch is to be located) is specifically au
thorized under the statute of law of such 
State, by language to that effect and not by 
implication; 

"(B) the establishment and operation of 
the branch is carried out in accordance with 
all requirements, conditions, and limitations 
established under or pursuant to the law of 
the State in which the branch is (or is pro
posed to be) located; and 

"(C) such bank is a level 2 depository insti
tution (as defined under section 38 of the 
Federal Deposit Insurance Act) which main
tains capital that exceeds the required mini
mum ratio for each relevant capital meas
ure.". 
SEC. 303. INTERSTATE BRANCHING AND BANKING 

BY FOREIGN BANKS. 
(a) IN GENERAL.-Notwithstanding any 

other provision of law, a foreign bank which 
engages directly in the business of banking, 
with the approval of the appropriate Federal 
banking agency, may establish and operate a 
branch at any location in any State other 
than the State in which the main office of 
the foreign bank is maintained if the estab
lishment and operation of such branch in the 
State (in which such branch is to be located) 
is specifically authorized under the statute 
law of such State, by language to that effect 
and not by implication. 

(b) SUBJECT TO STATE LAW REQUIRE
MENTS.-The establishment and operation of 
any branch of a foreign bank under sub
section (a) shall be subject to any require
ment, condition, or limitation established 
under or pursuant to the law of the State in 
which the branch is (or is proposed to be) lo
cated. 

(C) SUBJECT TO CAPITAL REQUIREMENTS.- A 
foreign bank may not establish or operate 
any branch under subsection (a) unless it is 
a level 2 depository institution (as defined 
under section 38 of the Federal Deposit In
surance Act) which maintains capital that 
exceeds the required minimum ration for 
each relevant capital measure. 

(d) FOREIGN BANK DEFINED.-For purposes 
of this section, the term "foreign banks" has 
the meaning that term has in section 1 of the 
International Banking Act of 1978 (12 U.S.C. 
3101). 

The CHAffiMAN. Under the rule, the 
gentleman from New Mexico [Mr. RICH
ARDSON] will be recognized for 15 min
utes, and a Member opposed will be rec
ognized for 15 minutes. 

Mr. WYLIE. Mr. Chairman, I am op
posed to the amendment offered by the 
gentleman from New Mexico. 

The CHAffiMAN. The gentleman 
from Ohio [Mr. WYLIE] will be recog
nized for 15 minutes at the appropriate 
time. 

Mr. RICHARDSON. Mr. Chairman, I 
yield myself 3 minutes. 

Mr. Chairman, we find ourselves 
today on the House floor debating bank 
reform legislation because the banking 
industry and our economy are in deep 
trouble, and both have been badly dam
aged by a decade of easy credit and 
mismanagement. Today, we are paying 
the price for that financial reckless-
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0 1320 ness and face some tough choices on 

how to correct those excesses and get 
our banking system and economy back 
on its feet. 

I hope we can make some improve
ments to this bill in order to provide a 
framework within which sound lending 
practices and good bank management 
are restored. If that cannot be 
achieved, then it would be a grave mis
take to expand powers and allow banks 
to get into new markets and riskier 
ventures. In its current form, I am not 
convinced that H.R. 6 restores that 
kind of market discipline to the sys
tem. Rather, this legislation, and spe
cifically its interstate branching provi
sions, is rewarding failure by throwing 
a life preserver to precisely those 
banks that have gotten us into so much 
trouble-to those banks whose 
overaggressive lending practices and 
blind zeal for higher earnings now 
threaten the soundness of the entire 
system. 

With the industry in such poor 
health because of the deteriorating 
condition of big banks, Congress should 
not be taking any steps to make banks 
bigger and to make the problems 
worse. Unfortunately, the interstate 
branching provisions in H.R. 6 would do 
just that. The problems plaguing banks 
will not go away by adopting a policy 
to consolidate the industry and fuel a 
new wave of mergers. 

The House of Representatives just 
voted to put us down that road in 3-
years time, unless the State legislature 
and Governor of your home State can 
pass a law to opt-out of the nationwide 
banking and branching system. While 
the opt-out approach is better than the 
original language in H.R. 6, it does not 
satisfy some legitimate economic con
cerns of many States, and it weakens 
the ability that States now have to ad
dress issues such as credit availability 
and local economic investment. 

The Richardson-Sarpalius-Slattery 
amendment is a significant improve
ment to the original language in H.R. 6 
and to the opt-out alternative. Our 
amendment would allow States to elect 
on their own to opt-in to the interstate 
branching system. The amendment 
also gives States the authority to es
tablish conditions on interstate 
branches. In addition, should a State 
make an affirmative decision to allow 
branching for State and national 
banks, this expanded power would be 
granted only to banks that exceed min
imum capital requirements. 

This capital requirements provision 
is essential. It will guarantee that only 
healthy banks are the ones expanding 
and growing in size. The last thing the 
Federal Government needs is to allow 
and, indeed, to encourage the problems 
of undercapitalized, troubled banks to 
grow larger through branching. To do 
so would turn a manageable and rel
atively minor exposure to the bank in
surance fund into a larger, more costly 

problem for the Federal Government 
and the American taxpayer. 

The State opt-in amendment gives 
States a choice. It empowers them to 
make the decision of out-of-State bank 
entry for themselves. Let individual 
States determine what its financial 
needs are and how to go about meeting 
them. Give them the opportunity to 
see how interstate branching works in 
other States and regions. If its advan
tages are as great as its proponents 
claim, you can be sure that States will 
opt-in. If it's fool's gold, Congress will 
have spared many States, hundreds of 
banks, and the bank insurance fund 
from an ill-conceived policy. 

Mr. WYLIE. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, I rise in strong opposi
tion to this amendment. We have just 
adopted the Vento-Bereuter opt-out 
amendment which, I think, is a good 
compromise. I think it is a fair com
promise. I think it will help us modern
ize our banking system and recognize 
market realities. 

Mr. Chairman, the amendment of the 
gentleman from New Mexico [Mr. RICH
ARDSON] I think is regressive. It slows 
down what I think is the natural evo
lution of the banking system; that is, 
interstate banking. It ignores the mar
ket reality. Currently, all but four 
States, just four States, allow some 
form of interstate banking. 

Mr. Chairman, in my own State of 
Ohio we have had 1nterstate banking 
for a long time, and we have one of the 
strongest banking systems in the 
whole United States. Even the gentle
man's own State of New Mexico allows 
full nationwide banking. And why is 
that? Why do they allow it? 

Six New Mexico banks failed during 
the 1980's. Four banks have been closed 
in the last 13 months. Additionally, the 
accumulation of problem assets, par
ticularly among the State's largest 
banks, remains a source of concern re
flecting a worsening real estate situa
tion and continuing problems with 
commercial loan exposure. Among the 
State's 29 largest banks with more 
than $100 rp.illion in assets, profit
ability declined dramatically last year. 
New Mexico's 18 S&L's reported a com
bined loss of $305 million for 1990, indi
cating a negative 9 percent average re
turn on assets. S&L's in only two other 
States, Arizona and Massachusetts, 
had higher losses last year as measured 
by average return on assets. The poor 
performance of the State's S&L's re
flects the continuing impact of the col
lapse of real estate and energy mar
kets. 

According to the FDIC, in 1988 New 
Mexico authorized nationwide 
nonreciprocal banking to take effect 
on January 1, 1990. However, a subse
quent law, passed in 1989, advanced the 
nationwide trigger to June 1989. The 
Vento-Bereuter amendment provides 
ample protection for States that 
choose not to allow interstate banking. 

The Richardson amendment on the 
surface appears to move us forward, 
but in fact it moves us backward. This 
amendment puts the onus on the 
States to opt-out even if they already 
have interstate banking. This require
ment needlessly delays recognizing 
market realities. 

The opt-in provision just prolongs 
the period in which banks will be sub
ject to costly, outmoded, Depression
era banking laws. Although interstate 
banking is an important issue for State 
legislators to consider, it might not be 
as important as balancing the budget, 
creating jobs, taxation, or education. 
Consequently, State legislators may 
put interstate banking on the back 
burner. 

The Vento-Bereuter amendment rec
ognizes these problems and requires 
the States to opt-out if they do not 
want interstate banking. This is a far 
more realistic approach, and I urge 
that the Richardson opt-in amendment 
be defeated in favor of the Vento-Be
reuter amendment. 

Mr. Chairman, I reserve the balance 
of my time. 

Mr. RICHARDSON. Mr. Chairman, I 
yield 3 minutes to the distinguished co
sponsor of this amendment, the 
gentelman from Texas [Mr. 
SARP ALIUS]. 

Mr. SARPALIUS. Mr. Chairman, I 
thank the gentleman for yielding this 
time to me. 

Mr. Chairman, if we look at the com
munities around this country, we find 
that every community is built on a 
foundation, and the cornerstones of 
those communities are their churches, 
their schools, their local governments, 
and their banks. Their banks have the 
ability to loan money to small busi
ness, to farmers, to ranchers, and to 
other businesses within that commu
nity to help them survive. 

Mr. Chairman, we have an amend
ment here that really puts in jeopardy 
the ability for those small rural banks 
to survive. This is a big bank versus 
small bank issue. We can look at who 
supports each side. Big does not always 
mean it is better. We can look at Wal
Mart, for example, a company that has 
gone into rural communities, estab
lished itself, and forced many small 
businesses to go under. They do not 
even utilize the local banks for their 
own payroll. Big does not necessarily 
mean it is better. 

Mr. Chairman, there is a big dif
ference between opt-out and opt-in. I 
served in the State legislature in the 
State of Texas when we debated the 
issue of interstate banking within that 
State when our State was suffering a 
great deal. We decided that the State 
should make its own decisions in decid
ing to have local boards, local officers, 
and whether to operate that bank on a 
local level, and it has been successful 
in Texas. 
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We are now looking at a proposal to 

take that away. With an opt-in pro
posal we are giving that right to the 
States to make that decision as to 
whether or not they want interstate 
banking. 

Every State in this country is dif
ferent. I think this ought to be a deci
sion that the State legislatures make. 
With an opt-out proposal we are telling 
the big banks to go into rural commu
nity, establish a small branch bank, 
and suck the money out of that local 
community, and they wind up funnel
ing it to New York or some other large 
city. And who suffers? The local deposi
tors. 

With opt-out, we are then telling the 
legislature that they can come back in 
and then decide to close those banks. 
No State legislature is going to ap
prove of closing banks throughout 
their State. 

I think it is far wiser for this body to 
give the States the right to address 
that issue first, before those banks be
come established. 

So, Mr. Chairman, I strongly urge my 
colleagues to support this amendment 
and give the States the right to decide 
whether or not to have interstate 
banking. 

Mr. WYLIE. Mr. Chairman, I yield 2 
minutes to the gentleman from New 
York [Mr. SCHUMER]. 

Mr. SCHUMER. Mr. Chairman, I 
thank the gentleman for yielding time 
to me, and I rise in strong opposition 
to the Richardson amendment. 

The bottom line is that the Richard
son amendment, make no mistake 
about it, would kill any form of inter
state banking. And if there is one good 
thing in this proposal, it is that; it is 
interstate banking. 

We have great divisions in this body 
about whether banks should be allowed 
to take on new businesses and how 
they should get into them. We have 
great divisions about too big to fail and 
how that should be handled. But the 
one place where just about every ex
pert who has studied this issue comes 
to the same conclusion is that inter
state banking is necessary. 

I heard my good friend, the gen
tleman from Texas, talk about Wal
Mart, saying it is a bad thing. Well, I 
guess we could go back to the days in 
all of American industry when nothing 
could cross State lines. Let us have lit
tle auto companies, let us have little 
steel companies, let us have little 

' banks, and let us then have the Japa
nese, the Germans, the French, and the 
Koreans roll over this economy in 3 
years. 

The fact of the matter is that the 
real benefit to interstate banking lays 
with the consumer. If a bank in State 
A can do it better and cheaper, they 
ought to compete. 

The big banks will not always pre
vail. When the big New York City 
banks perhaps 15 or 20 years ago were 

allowed to go upstate, everyone said 
there would be no more little banks. 
But the little banks outcompeted a lot 
of those big banks. That will happen 
throughout the country, and there 
ought to be competition. 

We have a lot of banks in this coun
try, but they are all stuck in their 
local markets. They are not competing 
and giving consumers the break. We 
need interstate banking for inter
national competitiveness. We need 
interstate banking to allow the 
consumer the ability to have the com
petition he or she needs, so he or she 
can get the best price. We need inter
state banking for the stability of the 
system. 

Mr. Chairman, I strongly urge defeat 
of this killer amendment. 

Mr. RICHARDSON. Mr. Chairman, I 
yield such time as she may consume to 
the gentlewoman from Ohio [Ms. KAP
TUR]. 

Ms. KAPTUR. Mr. Chairman, I thank 
the gentleman for yielding time to me. 

Mr. Chairman, I rise in support of the 
Richardson-Sarpalius amendment, and 
I will oppose the entire bill when it is 
up for a final vote. 

Mr. Chairman, I rise in opposition to this bill 
which gives the biggest banks in this country 
through our so-called Federal financial regu
lators a right to put both their hands into the 
pockets of the U.S. taxpayer. Let me enumer
ate my several reasons. 

Foremost, I adamantly oppose increasing 
six-fold-to $30 billion-the line of credit the 
Treasury currently extends to the FDIC. Why? 
Most important, because the bill to extend that 
credit will ultimately fall on the backs of the 
American taxpayer. The Bush administration 
and its friends in Congress who think banks 
can do no wrong would argue that our tax
payers will never see this bill since it is the 
banks themselves that will shore up the Bl F. 
I disagree. Already, GAO and CBO contend 
that the Bl F will be bankrupt by the end of 
1991. They indicate that by the end of 1992, 
without a further infusion of funds, the BIF will 
plummet as far as $11 billion into the red. It 
takes only a quick study of the sharply in
creasing trend of bank failures-47Q-percent 
increase in the second half of the 1980's over 
the first-to see that fewer and fewer banks 
will bear the simultaneously skyrocketing BIF 
debit. This, Mr. Chairman, is a recipe for dis
aster. We cannot rely on the failing bank in
dustry to prop itself up. Enter, the American 
taxpayer. 

As we all know too well, this will be the sec
ond trumpet call the American taxpayer has 
answered on behalf of financial industries. The 
S&L crisis was their first, and it does not 
present a pretty picture for this look-alike bank 
bailout. Already Congress and the administra
tion have buoyed up the failing S&L's to the 
tune of $110 billion and expect to add as 
much as $115 billion more to that total. Efforts 
on the part of the Department of Justice to re
cover funds from the S&L swindlers in major 
fraud court prosecutions do little to offset that 
bill. Department of Justice has ordered restitu
tions in the amount of a mere $384.7 million, 
only 5.2 percent of the $7.4 billion loss associ-

ated with the S&L's they swindled, and just 
two-tenths of 1 percent of the $215 overall es
timated net Joss for the bailout. Now the banks 
are asking for $30 billion more, and leading 
economists in familiar S&L style predict the bill 
could mount as high as $200 billion. 

The fact that the American taxpayer must 
foot the bill is glaringly unfair, for several rea
sons. An old American proverb proclaims "He 
who dances must pay the fiddler." The banks 
have danced into a morass of debt through 
market driven risk taking that exceeded the 
limits of prudence. Why must the American 
taxpayer who never even graced the bankers' 
floor pay their fiddler? President Roosevelt 
likewise underscored this absurdity during the 
dark banking holiday in March 1933: "What 
right have we," he queried, "to tax the Amer
ican people to insure bank deals any more 
than to tax them to insure the transactions of 
any other business?" Would that the present 
administration could likewise pierce to the fact 
that the $30 billion recapitalization is an un
precedented move: It puts the U.S. taxpayer 
behind the follies of our largest banks. 

And indeed it is our largest banks who even 
our smallest taxpayers will be bailing out. A 
recent article in the Washington Post named a 
few of the lucky behemoths which will receive 
hard-earned taxpayer money: Citibank, with 
over $159 billion in assets and in need of 
$5112 million quick fix; Chase Manhattan with 
over $75 billion in assets, looking for $2.9 mil
lion more; and Security Pacific with assets of 
$55 billion and new capital needs at $1.47 mil
lion. Compared even to the most ardent credit 
card user among our taxpayers, these debts 
are astronomical. Certainly this administration 
is the reverse of Robin Hood: It robs from the 
poor to pay the rich. 

This willingness to find $30 billion for banks 
and S&L's is especially disturbing in light of 
repeated failures on the part of this adminis
tration to fund programs that directly benefit 
our citizens. The most recent transgression in 
this trail of negligence is the President's veto 
of two unemployment bills because he did not 
want to spend down the $5 billion trust that 
workers funded. This atrocity caps off a histor
ical trend of congressional haggling for just 
millions of dollars to house our citizens and 
keep our lands clean. Yet the Bush adminis
tration manages to fight for billions of dollars 
to pay for still another bank bailout. The ad
ministration's priorities are painfully clear: Big 
banks take precedence over the American tax
payer. 

So I oppose extending the $30 billion line of 
credit-this blank check-because the bill
which will go to our largest banks-will land 
on the back of our taxpayers, who neither de
serve it nor receive similar perks from the ad
ministration to meet their needs. I also oppose 
the mechanism in place for funding this $30 
billion through borrowing from the Treasury for 
loss funds and from the Federal Finance Bank 
for working capital. Financing by borrowing en
tails paying interest on the borrowed funds. 
That cost taxpayers $2.8 billion in just the last 
2 years in the process of cleaning up failed 
S&L's. A leading economist from Stanford Uni
versity indicates that the interest payments 
may reach $900 billion over the duration of the 
S&L bailout, nearly tripling its price tag. Treas
ury Department figures too show that, should 
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the FDIC fully use and pay back the $30 bil
lion over a 1 0-year period, we will rack up 
over $23 billion--$2.4 billion annually-in in
terest payments to add to the $30 billion tab. 

I served 8 years on the Banking Committee. 
In all this time, I was truly dismayed that no 
bill-no idea-from the Bush administration 
nor this Congress offered to take this monu
mental monkey off the back of the U.S. tax
payers. Alternative proposals were not even 
welcomed by the committee of jurisdiction. But 
many were offered-by Mr. LAFALCE, by Mr. 
TAUZIN, by Mr. WOLPE, by Mr. KENNEDY, by 
Ms. 0AKAR, by Mr. DONNELLY, by Mr. WHITTEN, 
by Mr. MRAZEK, and myself. I ask this Con
gress and the Bush administration to go back 
to the drawing board and seriously consider 
such alternatives and other creative proposals 
like them to help heal our Nation's banks at a 
reduced cost. We in Congress must be as cre
ative in finding solutions as the thrift swindlers 
and bank dealers were in creating the prob
lems. 

In addition to my concerns regarding both 
the mandating and financing of the $30 billion 
credit line, I have other concerns with the bill. 
I oppose the interstate branching provisions in 
title Ill on the grounds that it will separate the 
leadership of the bank from the community 
which it serves, curbing their ability to under
stand the community's economic needs, and 
tempting them to invest local dollars else
where when they more properly belong at 
home. In fact, one of the reasons these big 
banks are in trouble is because of their ill-ad
vised loans to the Third World, loans not 
backed up by collateral. Need we more evi
dence? Interstate branching also may strike 
hard against the main street communities 
since a CEO in a skyscraper in New York City 
will hardly be aware of the needs of the small 
investor in rural or small town medium size 
communities. 

I am troubled too about the prospect of re
pealing Glass-Steagall. Though the Gonzalez
Dingell compromise imposes strict firewalls 
designed to separate the federally insured 
funds from securities and insurance activities 
that the new financial services holding compa
nies undertake, I know that no firewall-except 
for the strictest of provisions-is strong 
enough to absolutely curtail the greedy from 
jumping over it. We saw deregulation drive 
savings and loans into the risky investments 
that produced their present sorry state. Espe
cially at a time of bank failure when tempta
tions will be greatest, this is no time to fiddle 
with the walls of Jericho. 

Ukewise the creation of diversified holding 
companies that can own both financial service 
holding companies-and so banks through 
them-and commercial enterprises will result 
in an unhappy concentration of economic and 
financial power. It will also compromise the 
objectivity of credit judgments on both the part 
of the banks and their commercial affiliates. 
To echo Herb Stein of the American Enter
prise Institute: 

There is little reason to think that non
financial businesses will be more willing to 
put capital in banks than the ordinary inves
tor would, unless the nonfinancial business 
sees an opportunity to gain from the connec
tion something other than the return of the 
equity. This opportunity is likely to mean 
some form of self-dealing that is illegit
imate. 

H.R. 6 charges an exorbitant price tag 
which our taxpayers will undoubtably bear. It 
proffers uncreative means of funding that bill. 
It makes possible new abuses associated with 
interstate banking and expanded powers. In 
light of these reasons, stand with me for the 
American consumer, against another bank 
bailout, and against H.R. 6. 

Mr. RICHARDSON. Mr. Chairman, I 
yield 41h minutes to the gentleman 
from Kansas [Mr. SLATTERY], the co
author of this amendment. 

Mr. SLATI'ERY. Mr. Chairman, when 
we look at this legislation and look at 
this amendment, I think we should ask 
ourselves one basic question: Who can 
best meet the capital needs of consum
ers, small businesses, and farmers all 
across this great country of ours? When 
we look at the question of who can best 
capitalize small businesses, I can say 
as one who started a small business be
fore I ran for Congress that I did not go 
to Wall Street, I did not go to 
Citibank, or I did not go to any big 
bank around the country to find the 
money to start my business; I went to 
my local community bank. I hope that 
we all keep that in mind, because there 
will be a lot of talk about now dev
astating it is going to be if we do not 
unleash the big banks and allow them 
to go all over this country and get in
volved in interstate branch banking. 

The fact of the matter is, as far as 
this Member is concerned, the big 
banks want deposits from many slower 
growth areas, smaller communities in 
this country, to finance operations in 
the fast growth areas of this country. 
Well, that may make sense if you live 
in a fast-growth area, but for the slow
growth areas that are capital inten
sive, like those many communities all 
across this country that depend on ag
riculture, it is critically important 
that we keep that local capital in those 
local communities. 

I would just observe to my friends 
who do not know who can best meet 
the capital needs of small business, 
consumers, and farmers, to just take a 
look at those who are supporting this 
amendment, and I would submit that 
they probably know best who can bet
ter take care of their capital needs. So 
it will not come as a great surprise 
that most of the agricultural organiza
tions in this country support this 
amendment. Many of the small busi
ness groups in this country support 
this amendment, including the NFIB. 
Many consumer organizations, includ
ing the Consumers Federation of Amer
ica, support this amendment. The As
sociation for Retired Persons also sup
ports this amendment. Those are the 
people we should be concerned about, 
and those are the people that in my 
judgment can best determine who will 
be looking out for them when they 
have to borrow money, and I hope we 
are listening to what they have to say 
on this legislation. 

The other point I would make is that 
a lot of the proponents and supporters 

of the big bank position on this amend
ment will argue that we have to do this 
to be more competitive, but the facts 
are, I say to my friends, that when 
these big banks come into the smaller 
communi ties, they are going to enjoy 
one great advantage. It is called too 
big to fail. That doctrine is going to be 
in place regardless of what we do with 
this amendment and the underlying 
legislation. Although we are making 
some minor changes in too big to fail, 
it is basically protected. 

D 1330 
So the big banks doing business in 

the smaller communities are going to 
be able to say to the depositors there, 
you can put your money in our facility 
and you will not have to worry about 
it, because have you ever seen an ex
ample of a big bank failing, like 
Citicorp, or Chase, or Bank of America. 

The answer to that question is going 
to be no, they have never failed. Too 
big to fail is going to be in place. It is 
going to be an enormous advantage for 
those big banks out there that are say
ing just give us a level playing field. 

It will not be a level playing field, 
and those big banks are going to be 
sucking the deposits by the billions out 
of smaller communities all over this 
country. And what are they going to be 
doing with this money? Folks, it is 
going to go all over the world. Do not 
kid yourselves about it. It is going to 
go to Argentina, Brazil, and maybe the 
Soviet Union. 

Mr. Chairman, I say no to that. I say 
we should keep this capital at home 
and make sure that that money stays 
as close to the smaller communities in 
this country as possible. I say we 
should keep this money at home. I say 
we should keep it in the smaller com
munities that desperately need it, 
where I believe the 1990's will provide 
us with enormous opportunities for 
growth and creation of jobs if we can 
capitalize those smaller businesses and 
farmers and other individuals, consum
ers in the smaller communities all over 
this country, that desperately need the 
capital. 

Mr. Chairman, I strongly urge Mem
bers to support this amendment and 
support this legislation on final pas
sage if we should adopt this amend
ment. 

Mr. WYLIE. Mr. Chairman, I yield 21/2 

minutes to the gentleman from Ne
braska [Mr. BEREUTER]. 

Mr. BEREUTER. Mr. Chairman, we 
have just seen a vote of 366 to 4 for the 
Vento-Bentsen opt-out arrangement. I 
rise, however, in strong opposition to 
the Richardson amendment, as its pas
sage will preempt the Vento-Bentsen 
amendment under the king-on-the-hill 
rule established by the House Rules 
Committee for the debate on this series 
of amendments on interstate branch 
banking. 

Perhaps only a few Members of this 
body have more small, independent 
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banks in their district than their Mem
ber does. I also think it is fair to say 
this gentleman was perhaps the most 
vociferous member in the committee 
and subcommittee in arguing a concern 
about capital and decisions being 
sucked out of States under some forms 
of nationwide interstate branch bank
ing. 

I suggest to Members that while it 
may be safer for some Members of Con
gress, including this one, to remain si
lent on the Richardson amendment, 
nevertheless we ought to reject it. It is 
in the national interest to reject it. 

Now, the opt-out arrangement that 
we have just put in place, contrary to 
what the gentleman from Texas [Mr. 
SARPALIUS] said, will not cause State 
legislatures to close down new 
branches that have come into their 
State as a result of the passage of this 
legislation. Interstate branch banking 
under this legislation does not go into 
effect for 3 years. During that 3-year 
period of time State legislatures can 
opt out-and indeed must opt out if 
they intend to act-before new inter
state branching provisions of this legis
lation go into effect. 

One of the difficulties that we have 
in this country and the reason we have 
to look at the national interest as we 
consider the Richardson amendment is 
that the Nation's biggest banks and re
gional money-center banks do not re
flect in their customer base, the geo
graphic diversity of the country and 
similarly do not reflect the industrial 
economic base of the country. So when 
we have a problem in the Oil Patch of 
the Southwest, or in New England as 
we have right now, banks that have a 
customer base limited to that particu
lar geographic area of industrial base 
are in difficulty. 

When we have those regional-based 
difficulties, they fail and result in an 
extraordinary drain on the BIF of the 
FDIC. 

What our regional money-center 
banks and big banks need to have the 
opportunity to do is to branch across 
this country and give themselves some 
geographic and industrial diversity. 
That is one reason why it is important 
to reject the opt-in amendment. The 
amendment will also result in legisla
tive C'baos; passage of the Richardson 
ameJtdment will create an even more 
complicated environment than we now 
have. 

Mr. Chairman, I think the Vento
Bentsen opt-out amendment presents 
the more equitable solution to allowing 
States to consider nationwide branch
ing. Given the fact that 48 States allow 
some form of interstate branch bank
ing right now, and others have laws 
specifically pertaining to branching, an 
opt-in provision only will complicate 
the matter. 

Mr. Chairman, I urge Members tore
ject the Richardson amendment. 

Why an opt-out rather rather than an opt-in? 

In my view, an opt-out presents the most 
equitable solution to allowing States a chance 
to consider nationwide banking and branching, 
while still setting a Federal standard for feder
ally insured depository institutions. 

Given that 48 States allow some form of 
interstate banking, and others have specific 
laws pertaining to branching, an opt-in ap
proach will only complicate, rather than sim
plify the existing interstate branching and 
banking structure. It is a gigantic step back
ward and will result in chaos in State legisla
tures and banking. 

Further, the potential benefits, as well as the 
cost of permitting full interstate branching are 
not so great as to warrant a State review. 
Most important, an opt-out rather than opt-in 
would require States to address the issue 
rather than avoiding the topic. If the House 
adopts an opt-in amendment, that may follow 
this amendment, it will accomplish very little in 
moving the Nation along in the active consid
eration and substantial implementation of na
tionwide branch banking. 

Mr. Chairman, I urge my colleagues to re
ject the Richardson amendment. 

Mr. RICHARDSON. Mr. Chairman, I 
yield 1 minute to the distinguished 
gentleman from Texas [Mr. BARTON]. 

Mr. ,BARTON of Texas. Mr. Chair
man, I rise in support of the Richard
son-Sarpalius amendment. I think this 
amendment comes closest to giving 
States their existing rights to regulate 
their own banking system. It does not 
prevent interstate banking. It simply 
puts the burden of proof on determin
ing at the State level when interstate 
branch banking is appropriate and 
under what rules and regulations. It 
gives States the ability to determine 
how to allow interstate branching in 
their State. 

One of the· opponents of this amend
ment has made the point about the 
Germans and the Japanese and the 
French and some of our other inter
national banking competitors. I would 
simply say that in Rio Vista, TX, I do 
not believe the Japanese, the French, 
the Germans, or any other inter
national bank is going to come into 
that community. 

The Stretch Smith family, however, 
has been operating a bank, what is 
called the Cow Pasture Bank, in Rio 
Vista for over 75 years. I want to give 
them the ability to continue to do 
that. 

Mr. Chairman, please vote for the 
Richardson amendment. 

Mr. WYLIE. Mr. Chairman, I yield 21/2 
minutes to the gentleman from Ne
braska [Mr. HOAGLAND]. 

Mr. HOAGLAND. Mr. Chairman, I 
want to thank the gentleman from 
Ohio [Mr. WYLIE] for enabling me to 
speak on this issue. 

Mr. Chairman, first I would like to 
congratulate the efforts of the gen
tleman from Minnesota [Mr. VENTO], 
and the gentleman from Nebraska [Mr. 
BEREUTER], both individuals from es
sentially rural States in America who 
have put together a compromise that 

was just overwhelmingly adopted by 
this body, which I think balances ap
propriately the interests of those in 
favor of unlimited interstate branching 
and the interests of the States in regu
lating branches of national banks. This 
is an appropriate compromise. 

Mr. Chairman, believe me, the 
amendment that is being presented 
right now is an inappropriate com
promise, and I would urge its defeat. 

Mr. Chairman, let me give an exam
ple of why national interstate branch
ing is so important. Let us take a look 
at Texas. 

In Texas in 1980 the top 10 banks were 
very well capitalized, highly capital
ized. They were known throughout the 
Nation for that. They had capital of 8, 
10, and 12 percent. 

During the 1980's, once the recession 
struck the oil patch States, 9 out of 10 
of those banks failed, 9 out of 10 very 
healthy banks that should not have 
failed and would not have failed if they 
had been part of a larger nationwide 
network, so that a recession in one 
geographical area would not bring 
down all the banks in that area, be
cause they would be supported by 
banks in a different geographical area. 

Mr. Chairman, that is one of the fun
damental reasons for interstate 
branching and why it would help the 
economy. 

Let us take the example my friend 
the gentleman from Texas [Mr. 
SARPALIUS] gave about Wal-Mart, that 
we should not have let Wal-Mart into 
the small communities because it puts 
the small businesses out of business. 

Mr. Chairman, let me ask a fun
damental question: Is it the role of the 
U.S. Congress to protect small busi
nesses from competition? Or is it the 
role of Congress to promote competi
tions? That is what we are here to do 
today. 

Mr. Chairman, I urge defeat of this 
amendment. 

Mr. RICHARDSON. Mr. Chairman, I 
yield 1 minute to the distinguished 
gentleman from Florida [Mr. BACCHUS]. 

Mr. BACCHUS. Mr. Chairman, I rise 
in strong support of this amendment. I 
voted for the previous amendment, but 
I think this one is even better. 

When it comes to banking issues, as 
a member of the Committee on Bank
ing, Finance and Urban Affairs I con
fess I am a Jacksonian. By that I do 
not mean Jesse Jackson, I mean An
drew Jackson. I like the dual banking 
structure. I like to have the State reg
ulators looking over the shoulders and 
breathing down the necks of the Fed
eral regulators. 

Mr. Chairman, State regulators are 
far from perfect, but it has become 
clear to me in my tenure, however brief 
it is, on the Committee on Banking, Fi
nance and Urban Affairs, that Federal 
regulators are too far from perfect. 
They watched as the BCCI took over 
much of our banking system. They 
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watched as the Bank of New England 
went down the drain. 

Mr. Chairman, I feel much more com
fortable with an opt-in provision such 
as this that would allow the States to 
make their own decision, as they have 
always done, that would protect us 
against the credit crunch, that would 
protect us against the slipping away of 
our deposits and decisionmaking in 
loans. 

Mr. Chairman, I strongly support 
this amendment. 

Mr. WYLIE. Mr. Chairman, I yield 2 
minutes to the gentleman from Iowa 
[Mr. LEACH]. 

Mr. LEACH. Mr. Chairman, I thank 
the gentleman for yielding. 

Mr. Chairman, let me just say I agree 
with very many of the premises articu
lated by advocates of this amendment, 
but come down in conclusion on the 
other side. What we are dealing with is 
much more a matter of degree than 
kind. With this amendment we are still 
going to have interstate banking; 46 or 
47 of the States have already passed re
gional or national interstate banking 
compacts, so what is really at issue is 
certainty of the law, not whether or 
not we are going to have interstate 
banking. 

D 1340 
Here let me just mention for those 

that have advocated this amendment 
that there is one part of the Vento-Be
reuter amendment that is more strict 
than the gentleman's provision. In 
Vento-Bereuter we have concentration 
limits. No bank can have more than 10 
percent of the deposit base of the coun
try and there is 30 percent triggering 
point for State concentration. 

I raise this because this is a protec
tion in the statute in Vento-Bereuter 
that is not in the gentleman's amend
ment. 

Second, let me also stress that in 
other provisions of the bill, we have 
higher capital standards required for 
branch banking than exists in this 
amendment. And third, I would like to 
stress that we have a prohibition in 
other provisions of this bill against de
posit production offices being devel
oped that would not serve local lending 
needs. 

My own view is that States should be 
protected with the rights of how they 
craft the entrance of interstate branch
ing and banking, but that it is prob
ably better dealt with in Vento-Bereu
ter than in this compromise. Therefore, 
even though I agree with the premise 
of the gentleman who advocated this 
amendment and probably disagree with 
the premise of one of the detractors, 
the gentleman from New York [Mr. 
SCHUMER], I still come down in conclu
sion on the side of the gentleman from 
New York [Mr. SCHUMER] and the gen
tleman from Ohio [Mr. WYLIE] and hope 
this amendment is defeated. 

Mr. RICHARDSON. Mr. Chairman, I 
yield myself the balance of my time. 

Mr. Chairman, let me just address 
some of the concerns raised by my col
league from Ohio and the gentleman 
from New York [Mr. SCHUMER]. 

Some of the proponents of the big 
banks have tried to label this amend
ment as regressive, as an approach that 
basically turns back the clock. the con
tention is inaccurate. We presently op
erate right now within an opt-in sys
tem. This amendment simply main
tains the dual banking system and pre
serves the current role that States play 
as partners in that system. 

My colleague from Ohio mentioned 
the New Mexico situation. He is not ac
curate. Yes, several years ago my home 
State passed a law to allow full nation
wide banking, and so have many other 
States in some form or the other. 
Nothing in the amendment changes 
that. 

Let me repeat that for my col
leagues: Nothing in this amendment af
fects those States that have already 
elected to opt in to nationwide banking 
or those States that already allow 
branching by out-of-State banks. 

In response to the gentleman from 
New York [Mr. SCHUMER], he would 
like you to believe that a vote for op
tion is a vote to kill any and all pos
sible attempts to establish less restric
tive branching powers. That is also not 
true. If we look to the example of na
tionwide banking, the vast majority of 
States have indeed exercised the opt-in 
approach available to them under the 
Douglas amendment and have allowed 
interstate banking through the bank 
holding structure. In fact, 48 States 
presently allow some form of interstate 
banking. 

There is no reason to believe that the 
opt-in approach will not continue to 
work. Maybe it will not happen within 
the 3 years timetable demanded by the 
big banks, but if the advantages of 
interstate branching are as wonderful 
as its proponents claim, you can bet on 
it that States will exercise their right 
to opt in. 

Mr. Chairman, it is entirely consist
ent for Members that voted for the pre
vious amendment to now support this 
one. In essence, we are protecting 
States from interstate branching by 
giving consumers choice, giving your 
local community bank some protec
tion, letting the residents of our own 
States, when it comes to economic de
velopment matters, credit matters, to 
simply have a say. This is why this 
amendment is supported by such 
groups as the National Federation of 
Independent Business, Consumer Fed
eration of America, AFL-CIO, Inde
pendent Bankers. 

I urge support for this amendment. 
Mr. WYLIE. Mr. Chairman, I yield 1 

minute to the gentlewoman from New 
Jersey [Mrs. ROUKEMA]. 

Mrs. ROUKEMA. Mr. Chairman, I 
rise in strong opposition to this amend
ment. The amendment that we have 

just adopted, the opt-out, takes care of 
any protections that are necessary for 
State regulation. This amendment is a 
killer amendment. It kills probably the 
most essential reform of our bill. Next 
to the new capital standards, this is 
probably the most essential reform of 
our bill. Without an orderly phase-in to 
interstate banking our system will be 
frozen in the time and incapable of 
meeting the needs of a modern econ
omy. 

There is really no point to a bill, if 
we kill interstate banking, which is 
what this amendment is designed for. 

I want to also dispel the myth of 
consumer protection. What we are 
doing here is allowing more capital 
into more States and more diversifica
tion of risk in investment. I want to 
applaud the statement of my colleague, 
the gentleman from Nebraska [Mr. BE
REUTER] and associate myself with his 
remarks and repeat again the essential 
point that he made. It is good for his 
State, Nebraska, and it is good for a 
State like New Jersey and the North
east to diversify risk and investment 
and provide more capital and more 
help and more credit for all classes of 
consumers. 

Mr. WYLIE. Mr. Chairman, I yield 1 
minute to the gentleman from Utah 
[Mr. ORTON]. 

Mr. ORTON. Mr. Chairman, I, too, 
rise in opposition to the Richardson 
amendment. I favored the Vento 
amendment. In fact, we have interstate 
banking. Forty-eight States have right 
now adopted provisions which allow 
banks to cross State lines. 

The difference is, those banks have to 
create a separately incorporated orga
nization inside the State. That is the 
difference. 

In fact, if we allow interstate branch
ing, what we are doing away with is the 
need for a separate organization. That 
is all. Because each State continues to 
retain its own authority, its own laws 
and regulations over the branch of that 
bank in that State. This is not a 
States' rights issue. 

States retain the right to control and 
regulate each branch inside the State. 
This is a question of economies of 
scale. Much has changed in our record
keeping. 

Mr. Chairman, I rise in opposition to the 
Richardson-Sarpalius amendment on inter
state banking. The restrictions on interstate 
banking and branching adopted over 50 years 
ago have become a unnecessary burden on 
the banking industry and, indeed, on the 
growth of the American economy. The McFad
den Act, adopted in 1927, essentially bars fed
erally charted banks from branching across 
State lines. It also forbids State-chartered 
banks that are members of the Federal Re
serve from branching interstate. The Douglas 
amendment, adopted in 1970, allows bank 
holding companies to acquire institutions 
across State lines, but only with the host 
State's explicit permission. 

Forty-eight States, including my own State 
of Utah, have passed laws specifically to per-
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mit interstate banking. Banks and other finan
cial institutions now operate in a highly com
petitive and rapidly changing business envi
ronrnent. These States have recognized that 
interstate banking is an important element of 
improving the ability of banks to compete ef
fectively in this new business environment. In 
light of these changes, the real issue pre
sented to this body is not whether banks will 
be permitted to operate across State lines, but 
how. 

H.R. 6, as reported by the House Banking 
Committee, establishes a nationwide frame
work for interstate branching. It repeals the 
Douglas amendment allowing bank holding 
companies to acquire banks across State lines 
regardless of State law. It also provides that 
within 3 years of enactment, national banks 
will be allowed to establish branches in any 
State regardless of State law. Bank holding 
companies with existing interstate bank sub
sidies would be permitted to convert these in
stitutions into branches of a lead bank under 
H.R. 6. This consolidation could occur imme
diately after enactment of the bill. 

Mr. Chairman, I support the liberalization of 
restrictions on instate branching as amended 
by Vento-Bereuter to preserve the ability of 
States to regulate the operation of financial in
stitutions within their own borders. This per
mits nationwide interstate branching while pro
viding the States with an opportunity to "opt
out" during the 3 year phase-in period. If a 
State decides not to participate in interstate 
banking, the amendment stipulates that banks 
located in that State could not expand into 
other States. The amendment also permits a 
State to impose conditions on banks seeking 
to branch into that State. However, those con
ditions may not unfairly discriminate against 
out-of-State banks or bank holding companies. 

The Richardson-Sarpalius amendment 
would permit out-of-State banks to open 
branches in a State only if that State passes 
a law specifically allowing them to do so. This 
eviscerates the most important reform con
tained in this bill-permitting banks in the U.S. 
to branch across State lines where they con
form with legal requirements under State law. 
It is important to recognize that interstate 
branching poses no increased risk to the safe
ty of financial institutions. It also does not ben
efit "big banks" at the expense of small- and 
medium-sized banks. Rather, it simply means 
that a bank operating in one State would no 
longer need to create a new and very expen
sive corporate shell in a different State in 
order to enable it to operate in that State. In
stead, a bank could simply open up a branch 
office in a different State--providing that State 
had not decided to "opt-out" of interstate 
branching. These branch banks would be re
quired to operate under the same State laws 
and requirements that apply to local banks. 
Again, I remind you that 48 States already 
permit interstate banking. For those States, 
interstate branching will cause no disruption to 
their State banking system. 

Mr. Chairman, the principal of States' rights 
to regulate financial institutions within their 
boundaries is well served by the "opt-out" ap
proach utilized by the Vento-Bereuter amend
ment and adopted by this House. It strikes the 
correct balance between the need to preserve 
States rights and the need to eliminate unnec-

essary restrictions on interstate banking and 
branching. I urge my colleagues to oppose 
adoption of the Richardson-Sarpalius amend
ment. 

Mr. WYLIE. Mr. Chairman, I yield 1 
minute to the gentleman from Louisi
ana [Mr. BAKER] to close debate. 

Mr. BAKER. Mr. Chairman, underly
ing the questions of national branch
ing, opting in, opting out, really is a 
question of competitiveness. The fear 
that in the marketplace the small inde
pendent banker will no longer be able 
to compete with large national firms 
bringing their deposit base into our 
communities. 

It just simply is not so. In upstate 
New York, history shows us that where 
a very large, well-funded national bank 
came in to compete with the small, 
rural community-owned banks, they 
got their hat handed to them. They had 
to pull out. 

It is an expensive proposition to open 
up a branch in a market, and they sim
ply will not do it where market demo
graphics do not justify it. 

The Federal Reserve and other regu
lators carefully reviewed the right to 
branch into someone else's territory. 
We now look at issues like cross elas
ticity and all sorts of market demo
graphics in order to determine if the 
consumer interest will be best served 
by allowing another entity into the 
marketplace. 

Finally, we give the States the right 
under the Vento previously adopted 
amendment to opt out of the system if 
they think in their State's best inter
est it is not the step to take. 

This is a poorly conceived amend
ment. Please vote no. 

The CHAIRMAN. All time has ex
pired on this amendment. 

The question is on the amendment 
offered by the gentleman from New 
Mexico [Mr. RICHARDSON]. 

The question was taken; and the 
Chairman announced that the noes ap
peared to have it. 

RECORDED VOTE 

Mr. RICHARDSON. Mr. Chairman, I 
demand a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were--ayes 142, noes 250, 
answered "present" 1, not voting 40 as 
follows: 

Abercrombie 
Allard 
Andrews (ME) 
Annunzio 
Applegate 
Asp in 
Ba.cchus 
Barton 
Bennett 
Bevill 
Bilira.kis 
Bonier 
Boxer 
Brooks 
Browder 
Bruce 

[Roll No. 368] 

AYES-142 
Bunning 
Burton 
Ce.mp 
Ca.rr 
Chandler 
Clay 
Clement 
Coleman (MO) 
Collins (IL) 
Conyers 
Costello 
Cramer 
Crane 
Darden 
Davis 
de la Garza 

Dell urns 
Dicks 
Ding ell 
Dorgan (ND) 
Duncan 
Durbin 
Ecke.rt 
Edwards (OK) 
Edwards (TX) 
Emerson 
English 
Espy 
Evans 
Ewing 
Gaydos 
Geren 

Gillmor 
Glickman 
Goss 
Gunderson 
Harris 
Hayes (!L) 
Heney 
Herger 
Hubbard 
Hughes 
Hutto 
Ireland 
Jefferson 
Johnson (SD) 
Jones (GA) 
Jones (NC) 
Jontz 
Kaptur 
Kildee 
Klug 
Lewis (GA) 
Lipinski 
Lloyd 
Long 
Matsui 
Mazzoli 
Meyers 
Mfwne 
Mollohan 
Montgomery 
Moody 
Morella 

Ackerman 
Anderson 
Andrews (NJ) 
Andrews (TX) 
Anthony 
Archer 
Armey 
Atkins 
AuCoin 
Be.ker 
Ballenger 
Barnard 
Barrett 
Bateman 
Beilenson 
Bereuter 
Berman 
Bilbray 
Bliley 
Boehlert 
Boehner 
Boucher 
Brewster 
Broomfield 
Brown 
Bustamante 
Byron 
Callahan 
Campbell (CA) 
Cardin 
Carper 
Clinger 
Coble 
Coleman (TX) 
Collins (Ml) 
Combest 
Condit 
Coughlin 
Cox(CA) 
Cox (IL) 
Coyne 
Cunninghe.m 
DeFazio 
De Lauro 
DeLay 
Derrick 
Dickinson 
Donnelly 
Dooley 
Doolittle 
Dornan(CA) 
Downey 
Dreier 
Early 
Edwards (CA) 
Engel 
Erdreich 
Fascell 
Fa well 
Fazio 
Feighan 

Murphy 
Myers 
Nagle 
Natcher 
Nichols 
Oberstar 
Obey 
Olver 
Ortiz 
Pallone 
Parker 
Pastor 
Penny 
Perkins 
Peterson (MN) 
Petri 
Porter 
Poshard 
Quillen 
Rah&ll 
Richardson 
Roberts 
Rogers 
Rostenkowski 
Rowland 
Russo 
Sanders 
Sangmeister 
Sarpa.lius 
Schaefer 
Schiff 
Schroeder 

NOES-250 
Fields 
Fish 
Flake 
Foglietta 
Frank (MA) 
Franks (CT) 
Frost 
Gallegly 
Gallo 
Gejdenson 
Gekas 
Gephardt 
Gibbons 
Gilchrest 
Gilman 
Gonzalez 
Goodling 
Gordon 
Gradison 
Grandy 
Hall (OH) 
Hall (TX) 
Hamilton 
Hammerschmidt 
Hancock 
Hansen 
Hastert 
Hayes (LA) 
Hefner 
Henry 
Hertel 
Hoagland 
Hobson 
Hochbrueckner 
Horn 
Horton 
Houghton 
Hoyer 
Huckaby 
Hunter 
Hyde 
Inhofe 
Jacobs 
Je.mes 
Jenkins 
Johnson (CT) 
Johnson (TX) 
Johnston 
Kanjorski 
Ka.sich 
Kennedy 
Kennelly 
Kleczka 
Kolbe 
Kolter 
Kopetski 
Kostmayer 
Kyl 
LaFalce 
Lagomarsino 
Lancaster 
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Schulze 
Sensenbrenner 
Serrano 
Sh&w 
Sikorski 
Skeen 
Skelton 
Slattery 
Solomon 
Stenholm 
Stokes 
Swift 
Syna.r 
Tanner 
Thomas(GA) 
Thornton 
Torres 
Towns 
Tre.ficant 
Unsoeld 
Upton 
VanderJagt 
Volkmer 
Washington 
Weber 
Weldon 
Wheat 
Wllson 
Wise 
Yatron 

La.Rocco 
Laughlin 
Leach 
Lehman (CA) 
Lehman (FL) 
Lent 
Levin (MI) 
Lewis <CA) 
Lewis (FL) 
Lightfoot 
Livingston 
Lowery (CA) 
Lowey (NY) 
Luken 
Machtley 
Manton 
Ma.rkey 
Martin 
Mavroules 
McCandless 
McCloskey 
McCollum 
McCrery 
McCurdy 
McDade 
McDermott 
McEwen 
McGrath 
McMUlan(NC) 
McMillen (MD) 
McNulty 
MUler(CA) 
Miller (OH) 
Miller (WA) 
Min eta 
Moakley 
Moorhead 
Moran 
Morrison 
Murtha. 
Neal(MA) 
Neal (NC) 
Nowak 
Nussle 
Oakar 
Olin 
Orton 
Owens (NY) 
Owens (UT) 
Oxley 
Packard 
Panetta 
Patterson 
Paxon 
Payne (VA) 
Pease 
Peterson (FL) 
Pickett 
Pickle 
Price 
Pursell 
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Ramstad 
Rangel 
Ravenel 
Reed 
Regula 
Rhodes 
Ridge 
Riggs 
Rinaldo 
Ritter 
Roe 
Roemer 
Rohrabacher 
Roth 
Roukema 
Roybal 
Sabo 
Santorum 
Savage 
Sawyer 
Saxton 
Scheuer 
Schumer 

Sharp 
Shays 
Shuster 
Sisisky 
Skaggs 
Slaughter (NY) 
Smith(FL) 
Smith(IA) 
Smith (NJ) 
Smith(OR) 
Smith(TX) 
Snowe 
Solarz 
Spence 
Spratt 
Staggers 
Stark 
Stearns 
Stump 
Swett 
Tallon 
Tauzin 
Taylor (NC) 

Thomas (WY) 
Torrtcelli 
Valentine 
Vento 
Visclosky 
Vucanovich 
Walker 
Walsh 
Waters 
Waxman 
WeiBB 
Whitten 
Williams 
Wolf 
Wyden 
Wylie 
Yates 
Young (AK) 
Young (FL) 
Zeliff 
Zimmer 

ANSWERED "PRESENT"-! 

Cooper 

NOT VOTING--40 
Alexander 
Bentley 
Borski 
Bryant 
Campbell (CO) 
Chapman 
Dannemeyer 
Dixon 
Dwyer 
Dymally 
Ford (MI) 
Ford (TN) 
Gingrich 
Green 

Guarini 
Hatcher 
Holloway 
Hopkins 
Lantos 
Levine (CA) 
Marlenee 
Martinez 
McHugh 
Michel 
Mink 
Molinari 
Mrazek 
Payne (NJ) 
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Pelosi 
Ray 
Ros-Lehtinen 
Rose 
Slaughter (VA) 
Stallings 
Studds 
Sundquist 
Taylor (MS) 
Thomas (CA) 
Traxler 
Wolpe 

The Clerk announced the following 
pairs: 

On this vote: 
Mr. Stallings for, with Mr. Guarini 

against. 
Mr. Wolpe for, with Mr. Thomas of Califor

nia against. 
Mr. Marlenee for, with Mr. Molinari 

against. 

Mr. KENNEDY and Mr. RANGEL 
changed their vote from "aye" to "no." 

Mr. JOHNSON of South Dakota, Mr. 
CONYERS, Mrs. UNSOELD, and 
Messrs. WASHINGTON, MONTGOM
ERY, NATCHER, LEWIS of Georgia, 
and MFUME changed their vote from 
"no" to "aye." 

So the amendment was rejected. 
The result of the vote was announced 

as above recorded. 
The CHAIRMAN. It is now in order to 

consider amendment number 10 printed 
in House report 102-281. 
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Mr. BARNARD. Mr. Chairman, let 

me state that when the Rules Commit
tee authorized this amendment, I was 
in opposition to title III. Now as 
amended by the Vento amendment, I 
am in support of title III, but the Rules 
Comrni ttee did indicate that I could 
make a designee to offer title III. 

Therefore, Mr. Chairman, I designate 
the gentleman from Vermont [Mr. 
SANDERS] as my designee to offer the 
striking amendment. 

AMENDMENT OFFERED BY MR. SANDERS 

Mr. SANDERS. Mr. Chairman, I offer 
an amendment. 

The CHAIRMAN. The Clerk will des
ignate the amendment. 

The text of the amendment, is as fol
lows: 

Amendment offered by Mr. SANDERS: Page 
185, beginning on line 10, strike out all of 
title m through page 212, line 9, and redesig
nate the succeeding titles and sections (and 
references thereto), and conform the table of 
contents accordingly. 

The CHAIRMAN. Under the rule, the 
gentleman from Vermont [Mr. SAND
ERS] will be recognized for 15 minutes, 
and a Member opposed will be recog
nized for 15 minutes. 

Mr. WYLIE. Mr. Chairman, I rise in 
opposition to the amendment. 

The CHAIRMAN. The gentleman 
from Ohio [Mr. WYLIE] will be recog
nized for 15 minutes. 

The Chair now recognizes the gen
tleman from Vermont [Mr. SANDERS]. 

Mr. SANDERS. Mr. Chairman, I 
speak today in strong opposition to 
title III, a title which would signifi
cantly increase the concentration of 
ownership in the banking industry, a 
title which would result in the elimi
nation of hundreds, if not thousands, of 
small community banks. 

I speak in opposition to title III be
cause the Federal Government does not 
have the right to wipe out the regula
tions developed by over 48 States, all of 
whom are attempting to represent the 
best interests of their citizens. 

Mr. Chairman, this is an extremely 
dangerous piece of legislation which 
deserves to be defeated. All over Amer
ica our people are alarmed by the grow
ing concentration of wealth and power 
in this Nation, both for individuals and 
for industries. Today, the wealthiest 1 
percent of our population owns over 
one-third of the wealth of the Nation 
and in industry after industry we see a 
handful of giant corporations control
ling what is produced and distributed. 
The rich get richer and more powerful 
with more and more ownership resting 
in fewer and fewer hands, while the or
dinary people and the small business 
people get poorer and have less oppor
tunity to succeed. 

Mr. Chairman, if we pass this title, 
which will allow the huge banking in
terests to come into any State in 
America and buy out any small bank 
that they want, what we will be creat
ing is a banking industry which will be 
almost completely dominated by a 
handful of huge financial cartels. If you 
like that style of banking with a hand
ful of huge cartels controlling the 
banking industry of America, then you 
can vote against this amendment. 

In my own State of Vermont and in 
States all over this country, it is the 
small banks who are standing up for 
the consumer, for the small business 
person, who are supporting efforts to
ward affordable housing, lending out 
money to the minorities. It is not the 
huge mega-billion-dollar banks. 

Mr. Chairman, we have heard all the 
arguments of how bigger is better and 

how we need to trust the banking fu
ture of this country to a handful of 
giant banks. Some in this body may 
think that is the way to go, but I re
spectfully and strongly disagree, and I 
am not alone. 

I refer my colleagues to an article in 
the Quarterly Review which is put out 
by the Federal Reserve of Minneapolis, 
and what these economists tell us is 
something that we all know, bigger is 
not necessarily better. Over the past 
two decades, banks with assets of over 
$1 billion have failed at a rate over 
twice that of banks with less than $1 
billion in assets. Big banks are less 
profitable than medium and small 
banks. 

Some here would have us believe that 
all kinds of efficiencies can be gained 
by allowing this kind of concentration 
to occur, but again, the facts do not 
support that argument. 

In the same Federal article, these 
two economists point out that very 
large banks experience diseconomies of 
scale, meaning they become less effi
cient. 

It seems to me to support a policy 
which will create fewer, more risky, 
less profitable, and less efficient banks 
is irresponsible at best. 

Mr. Chairman, I would like to ad
dress my remarks as the only inde
pendent in this House to my friends, 
the conservative Republicans, and my 
friends, the liberal Democrats. 

In fact, Mr. Chairman, I am amazed 
from a philosophical point of view that 
Members of either the Republican or 
Democratic Parties could contemplate 
supporting this horrendous title. 

My Republican colleagues claim to 
be conservatives. For years they have 
been talking about the need to get big 
government off the backs of the people 
and to allow mainstream America to 
determine its own future. How can an 
honest conservative go home to his or 
her State and say, "I have supported 
the Federal Government's right to al
most completely preempt and override 
all State laws governing interstate 
banking"? 

How can a conservative go home and 
say that after they have been telling us 
for years that they want big govern
ment to get off the backs of the people 
and to leave the States alone? 

So I would hope that my honest con
servative friends will say, let the 
States continue to regulate the banks. 
Do not let the Federal Government 
preempt banking regulations back 
home. 

Mr. Chairman, for my Democratic 
friends who speak for the worker, the 
farmer, and the little guy, why are you 
aligning yourselves with the Chase 
Manhattan Bank and with Citibank 
against the needs of the people back 
home? 

Mr. Chairman, I see the gentleman 
from North Dakota [Mr. DORGAN], and I 
am happy to yield to him. 
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Mr. DORGAN of North Dakota. Mr. 

Chairman, I appreciate the gentleman 
yielding time to me. 

Mr. Chairman, I intend to support 
the gentleman's amendment to strike 
this title. 

I think the question here is why 
would we decide in Federal law at this 
point in this bill to say that we will 
override State determination, State 
legislators, State law, with respect to 
what kind of banking exists in the 
given States? Why would we not want 
the States to continue to make that 
judgment on their own? Are they not in 
the best position to evaluate what they 
want for themselves and their future? 

I cannot conceive of the largest 
money center banks coming in to a 
small State in the Midwest to see if 
they cannot better serve it. I can con
ceive that they would like to come out 
there with a vacuum cleaner and grab 
up all that money that is laying 
around and invest it someplace else in 
the world, but I do not believe that the 
impression might be that they would 
like to find a better way to serve those 
areas. 

I think it is important at this time 
for us to decide to abandon this title in 
this bill and allow the States, who I 
think are in the best position to do so, 
to make judgments about what kind of 
banking they want in their States in 
their future. 

I think the gentleman has done a 
service by offering this amendment 
today, and I intend to support it. 

Mr. SANDERS. Mr. Chairman, I 
thank the gentleman from North Da
kota. His point is well taken. 

I was the former mayor of the city of 
Burlington, VT. As a mayor, and may
ors all over this country today are able 
to walk into their local banks and say 
to their bankers, "We need money for 
affordable housing. We need money for 
minorities. We need money for women 
and small business. We need money to 
improve life in our communities." 

If your small banks are owned by 
multinational corporations, citizens 
and local officials are going to be walk
ing in and the banks will say, "Hey, we 
don't make those decisions. They are 
made out of State or they are made in 
Japan or they are made someplace 
else." 
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If we want the banking interests of 

this country to remain responsive to 
the needs of the people, we have got to 
say that large banks cannot simply 
come in and take over small banks all 
over this country. 

Mr. Chairman, I reserve the balance 
of my time. 

Mr. WYLIE. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, we had this argument 
in the committee, and the gentleman's 
argument was rejected then, his mo
tion was rejected at that time. 

We have had the argument twice be
fore on this floor today in the Vento
Bereuter amendment and in the Rich
ardson amendment. 

I think the will of the House is to 
provide some accommodation for inter
state branching. 

Mr. Chairman, I yield 2 minutes to 
the gentleman from Minnesota [Mr. 
VENTO]. 

Mr. VENTO. I thank the gentleman 
for yielding. 

Mr. Chairman, I rise in opposition to 
the amendment and would point out to 
my colleagues that the Vento-Bereuter 
amendment that we adopted in this bill 
provides the States with a positive 
role; in a 3-year period they will be 
able to opt out of interstate branching, 
interstate banking, if that is what they 
wish to do. Obviously, that is impor
tant that we recognize States' rights 
and their role. The Vento amendment 
also provides the States the right to 
regulate national branches on the same 
basis that they regulate State 
branches, on a nondiscriminatory type 
of basis. 

I think it is important that the fi
nancial institutions across this coun
try are able to move into the 21st cen
tury, be able to offer financial services 
on a nationwide basis. 

We have a number of safeguards in 
the bill dealing with CRA, the Commu
nity Reinvestment Act; and amend
ment offered by Mr. KLECZKA in com
mittee that talks about the role of 
banks that seek to move into inter
state branching. 

The gentleman from Iowa [Mr. 
LEACH] offered an amendment dealing 
with capital so that we are certain that 
interstate branching and banking insti
tutions are adequately capitalized. 

I think, beyond that we have dealt 
with concentration issues. My col
league and friend from Vermont has 
talked about concentration and the 
merger of institutions. That is going 
on today irrespective of whether we 
have interstate branching and inter
state banking. The fact is that that is 
a concern. 

This amendment we placed in the bill 
provides concentration limits, albeit 
very large limits, 10 percent of the na
tional basis and 30 percent within the 
State, but they do provide some safe
guards and do answer some of the con
cerns raised by the gentleman from 
Vermont. 

So I think we have really fashioned a 
good interstate banking and branching 
compromise in the bill before us. I 
think we want to move forward now to 
determine the type of efficiencies and 
the type of economies that may be pos
sible, and I therefore rise in opposition 
to the amendment to strike title III 
and support the Vento-Bereuter adopt
ed amendment that is in the bill before 
us. 

Mr. WYLIE. Mr. Chairman, I yield 
myself 1 minute. 

Mr. Chairman, I think the gentleman 
from Minnesota made an excellent 
point in closing, and that is that by 
permitting banks to expand interstate 
by branching, it is estimated that bil
lions of dollars can be saved through 
the elimination of duplicative costs. I 
think this is a point that has to be 
made here. 

Currently, all bank expansion is con
ducted through separate corporate en
tities even though they have the right 
to branch into another State. Each 
bank has to have its own board of di
rectors, its own back office operations, 
its own overhead, its own paperwork 
requirements, and so forth. Branching 
makes it easier, less costly. It can ef
fect economies of scale. 

I think it makes it a lot easier for 
the consumer to take advantage of 
these reduced costs of banking. 

I therefore would urge a "no" vote on 
the amendment. 

Mr. SANDERS. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, I would like to make 
two points, and if I may, I would like 
to query the distinguished gentleman 
from Ohio [Mr. WYLIE]. 

I say to the gentleman from Ohio 
that for years many of us have been 
hearing from conservative circles 
about the need to get Big Brother off 
the back of mainstream America. We 
have been hearing that the Federal 
Government is preempting the rights 
of the States and the cities and how 
terrible that is. 

Could the gentleman please tell me 
and tell the people how one can defend 
a piece of legislation which basically 
wipes out the ability of the State gov
ernments all over this America to do 
what is best, what they deem to be best 
in terms of banking? How does one de
fend that? 

Mr. WYLIE. If the gentleman would 
yield, I respectfully disagree with the 
gentleman's observation that it wipes 
out the opportunity for the States to 
do whatever they want to do. It really 
does not have anything to do, I would 
say to the gentleman, with the Federal 
Government's operations of these 
banks. That is already in place. 

Now, we adopted the Vento-Bereuter 
amendment, which allowed the States 
to opt out if they do not like interstate 
banking or interstate branching. , 

So I would suggest to the gentleman 
that Vento-Bereuter is a States' rights 
amendment. 

Mr. SANDERS. I would respectfully 
disagree with the gentleman from 
Ohio. In my State of Vermont, and, I 
suspect, in dozens of other ·states, 
there are regulations that the State 
legislatures have passed designed to 
protect the best interest of those 
States. 

Basically, what they say, not just in 
terms of acquisition of banks, they say 
that if an out-of-State bank comes in 
and it is in the best interests of the 



29916 CONGRESSIONAL RECORD-HOUSE November 4, 1991 
State, if they bring new capital into 
the State, if they are more responsive 
to the needs of the people in the State, 
"We will let those banks in." But, if 
not, "We won't let those banks in." 

There is nothing in the Vento amend
ment which deals with the ability of 
large out-of-State banks to come in 
and to swallow up small, locally owned 
banks. 

The States are being preempted in 
this area, and I think that that is very 
wrong and inconsistent with those peo
ple who for years have talked about 
Big Brother stepping over the rights of 
State and local government. 

Mr. VENTO. Mr. Chairman, will the 
gentleman yield? 

Mr. SANDERS. I yield to the gen
tleman from Minnesota. 

Mr. VENTO. I thank the gentleman 
for yielding. 

Mr. Chairman, under the Vento-Be
reuter amendment, States have the op
tion over a 3-year period to opt out so 
that they would not be involved. So I 
think the concern was that once they 
make that decision, obviously, then 
they fall under State laws. If they file 
under the Federal laws with regard to 
the size of institutions, there is a 30-
percent limitation in the Vento amend
ment concerning concentration. 

I thank the gentleman for yielding. 
Mr. SANDERS. Let me reclaim my 

time, and then I will yield to the gen
tleman from Ohio. 

What the gentleman from Minnesota 
is talking about is branching. He is not 
talking about acquisition, which is 
equally important. I would be happy to 
yield to the gentleman from Ohio. 

Mr. WYLIE. Well, we have a dif
ference of opinion, as I said a little ear
lier, on this. I would say this, in effect, 
gives the States more rights. It is the 
first time since the 1860's that the 
States have had a right to suggest that 
a bank can either opt out or branch in 
that State. Right now, we have on the 
books laws which say that the States 
have to pass laws with respect to the 
Community Reinvestment Act, 
consumer protection laws, fair lending 
practices, and so on. 

So, with the Vento-Bereuter amend
ments, the States can apply the State 
law more so than they have been able 
to in the last 100 years, I would suggest 
to the gentleman from Vermont. 

Mr. Chairman, I yield 2 minutes to 
the gentleman from New York [Mr. LA
FALCE]. 

Mr. LAFALCE. I thank the gen
tleman for yielding. 

Mr. Chairman, the Constitutional 
Convention in Philadelphia, there oc
curred a great debate about an inter
state commerce clause. There were 
some such as the gentleman from Ver
mont who argued that having an inter
state commerce clause was going to be 
the ruination of the individual States. 
The fact of the matter is we would not 
have had the Unites States of America 

as we know it today without the inter
state commerce clause. 

But we really did not go quite far 
enough. In a sense, what we are being 
asked to do in H.R. 6 is come up with 
an interstate banking clause similar to 
the interstate commerce clause, and 
some still do not want that, some still 
are fighting the fight that was fought 
200 years ago against interstate com
merce. 

The fact of the matter is we are the 
only country on the face of the Earth 
that does not have a banking system 
that reflects the strength of its own 
national economy. We are split up into 
little pockets, and that is why we had 
a problem in Texas, because we were 
confined to Texas; and that is why we 
had a problem in New England, because 
we were confined to New England. This 
regional division has made our finan
cial services system weak. 

The gentleman from Vermont [Mr. 
SANDERS] would have it remain weak. 
Virtually everyone else recognizes, de
pending upon the nuances, the neces
sity for some form of interstate bank
ing and branching. 

I hope you all do other than Mr. 
SANDERS suggested; reject his amend
ment. 

Mr. SANDERS. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, let me respond briefly 
to Mr. LAFALCE and the point that 
those people who are enthusiastic 
about the growth of these huge multi
lateral banks are going to have the op
portunity today and next week to vote 
for tens of billions of dollars of tax
payers' money to bail these institu
tions out. 
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Mr. Chairman, the record is very 

clear that the smaller banks, who 
know their communities, who invest in 
their communi ties, are much safer 
banks, and the expansion of banking 
powers to allow the huge multination
als to come in and swallow up the 
small banks will not only do a disserv
ice to the small communities of this 
country, to farmers, to workers, to 
small business people, but it will also 
lay the groundwork for a bailout, the 
likes of which this Nation has never 
seen. 

Mr. Chairman, a wide array of orga
nizations have deep concerns about 
this title and about unlimited banking 
and branching. In a recent letter, that 
I suspect everybody in this body re
ceived, from the executive director of 
the National Conference of State Leg
islatures, from the President of the 
Conference of State Bank Supervisors, 
from the staff attorney of Public Citi
zen and from banking representatives 
of the Consumer Federation of Amer
ica; all of these people write: 

We reject these provisions for interstate 
banking and branching because they will 
likely lead to excessive concentration in the 

banking industry. They are also likely to 
interfere with State laws and regulations in
tended to protect consumers and encourage 
community reinvestment. 

They write: 
Banking is a part of the fabric of the eco

nomic life of each and every State. Preemp
tive actions by the Federal Government that 
limit the flexibility of States to deal with 
local economic problems, including the ca
pacity to make choices about the financing 
of housing, small business and community 
development weaken our Nation as a whole. 

The Kansas Bankers Association, 
they write, and I think they speak for 
many similar organizations around 
this country; they write: 

We strongly disagree with any Federal 
mandate on interstate banking and branch
ing which does not allow each State to deter
mine its own best strategy. 

In addition, Mr. Chairman, I have re
ceived a letter from the Senate Fi
nance Committee of the State of Ver
mont which raises the very same point. 
The point they are raising, my col
leagues, is we do not know what is best 
for the people of Kansas or Vermont. 

Mr. WYLIE. Mr. Chairman, I yield 
myself whatever time it takes me to 
close. 

Mr. Chairman, I respectfully suggest 
that the gentleman from Vermont [Mr. 
SANDERS] is arguing against his own 
position. H.R. 6 does not permit banks 
to open interstate offices without ap
proval of the States. It says that the 
States can opt out, if the individual 
State wants to opt out. What it does is 
allow interstate offices to operate in a 
more efficient way, through the open
ing of a branch rather than a separate 
subsidiary, which is now required. In 
H.R. 6, branches are subject to the reg
ulation of their host State, just as they 
are now, as if they were separately 
corporated, as they are now. States re
tain control over the conduct of these 
branches in the State, as I stated a lit
tle earlier. It does effect economies of 
scale, and I respectfully suggest a "no" 
vote on the amendment of the gen
tleman from Vermont [Mr. SANDERS]. 

Mr. Chairman, I yield back the bal
ance of my time. 

The CHAIRMAN. The question is on 
the amendment offered by the gen
tleman from Vermont [Mr. SANDERS]. 

The question was taken; and the 
Chairman announced that the noes ap
peared to have it. 

RECORDED VOTE 

Mr. SANDERS. Mr. Chairman, I de
mand a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were-ayes 20, noes 374, 
answered "present" 1, not voting 38, as 
follows: 

Bennett 
Conyers 
Dell urns 
Dorgan (ND) 

[Roll No. 369] 
AYES-20 

Duncan 
Evans 
Hubbard 
Jontz 

Miller(OH) 
Montgomery 
Myers 
Owens (NY) 
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Parker 
Perkins 
Posha.rd 

Abercrombie 
Ackerma.n 
Alexa.nder 
Allard 
Anderson 
Andrews (ME) 
Andrews (NJ) 
Andrews (TX) 
Annunzio 
Anthony 
Applegate 
Archer 
Armey 
Asp in 
Atkins 
AuCoin 
Bacchus 
Baker 
Ballenger 
Barnard 
Barrett 
Barton 
Bateman 
Beilenson 
Bentley 
Bereuter 
Berman 
Bevill 
Bilbray 
B111rak1s 
BUley 
Boehlert 
Boehner 
Bonior 
Boucher 
Boxer 
Brewster 
Brooks 
Broomfield 
Browder 
Brown 
Bruce 
Bunning 
Burton 
Bustamante 
Byron 
Callahan 
Camp 
Campbell (CA) 
Cardin 
Carper 
Carr 
Chandler 
Clay 
Clement 
Clinger 
Coble 
Coleman (MO) 
Coleman (TX) 
ColliDB (IL) 
ColliDB (Ml) 
Combest 
Condit 
Costello 
Coughlin 
Cox(CA) 
Cox (IL) 
Coyne 
Cramer 
Crane 
Cnnningbam 
Darden 
Davis 
de la Garza. 
DeFazio 
De Lauro 
DeLay 
Derrick 
Dickinson 
Dicks 
Ding ell 
Donnelly 
Dooley 
Doolittle 
Dornan(CA) 
Downey 
Dreier 
Durbin 
Early 
Eckart 

Richardson 
Rogers 
Sanders 

NOES-374 
Edwards (CA) 
Edwards (OK) 
Emerson 
Engel 
English 
Erdreich 
Espy 
Ewing 
Fs.scell 
Fa well 
Fazio 
Feighan 
Fields 
Fish 
Flake 
Foglietta. 
Frank (MA) 
Franks (CT) 
Frost 
Gallegly 
Gallo 
Gaydos 
Gejdenson 
Geks.s 
Gephardt 
Geren 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Glickman 
Gonzalez 
Goodling 
Gordon 
Goss 
Grs.dison 
Grandy 
Guarini 
Gunderson 
Hall (OH) 
Hall (TX) 
Hamilton 
Hammerschmidt 
Hancock 
Hansen 
Harris 
Hs.stert 
Hayes (IL) 
Hayes (LA) 
Hefley 
Hefner 
Henry 
Harger 
Hertel 
Hoagland 
Hobson 
Hochbrueckner 
Horn 
Horton 
Houghton 
Hoyer 
Huckaby 
Hughes 
Hunter 
Hutto 
Hyde 
Inhofe 
Ireland 
Jacobs 
James 
Jefferson 
Jenkins 
Johnson (CT) 
Johnson (SD) 
Johnson (TX) 
Johnston 
Jones (GA) 
Jones (NC) 
Kanjorski 
Kaptur 
Ks.sich 
Kennedy 
Kennelly 
Kildee 
Kleczka 
Klug 
Kolbe 
Kolter 
Kopetskl 
Kostmayer 

Volkmer 
Yates 

Kyl 
LaFalce 
Lagomarsino 
Lancaster 
LaRocco 
Laughlin 
Leach 
Lehman(CA) 
Lehman (FL) 
Lent 
Levin (Ml) 
Lewis(CA) 
Lewts(FL) 
Lewis (GA) 
Lightfoot 
Lipinski 
Livingston 
Long 
Lowery (CA) 
Lowey (NY) 
Luken 
Machtley 
Manton 
Markey 
Martin 
Martinez 
Matsui 
Mavroules 
Mazzoli 
McCandless 
McCloskey 
McCollum 
McCrary 
McCurdy 
McDade 
McDermott 
McEwen 
McGrath 
McHugh 
McMtllan (NC) 
McMtllen (MD) 
McNulty 
Meyers 
Mfume 
Miller(CA) 
Mtller(WA) 
Min eta. 
Moakley 
Mollohan 
Moody 
Moorhead 
Moran 
Morella 
Morrison 
Murphy 
Murtha 
Natcher 
Neal (MA) 
Neal (NC) 
Nichols 
Nussle 
Oakar 
Oberstar 
Obey 
Olin 
Olver 
Ortiz 
Orton 
Owens(UT) 
Oxley 
Packard 
Pallone 
Panetta. 
Pastor 
Patterson 
Paxon 
Payne(VA) 
Pease 
Penny 
Peterson (FL) 
Peterson (MN) 
Petri 
Pickett 
Pickle 
Porter 
Price 
Pursell 
Quillen 
Raha.ll 
Ramstad 

CONGRESSIONAL RECORD-HOUSE 29917 
Rangel 
Ravenel 
Reed 
Regula 
Rhodes 
Ridge 
Riggs 
Rinaldo 
Ritter 
Roberts 
Roe 
Roemer 
Rohrabacher 
Ros-Lehtinen 
Rostenkowski 
Roth 
Roukema 
Rowland 
Roybal 
Russo 
Sabo 
Sangmeister 
Santo rum 
Sarpalius 
Savage 
Sa.wyer 
Saxton 
Schaefer 
Scheuer 
Schiff 
Schroeder 
Schulze 
Schumer 
Sensenbrenner 
Serrano 

Sharp 
Shaw 
Shays 
Shuster 
Sikorski 
Sisisky 
Skaggs 
Skeen 
Skelton 
Slattery 
Slaughter (NY) 
Smith (FL) 
Smith (IA) 
Smith(NJ) 
Smith (OR) 
Smith (TX) 
Snowe 
Solarz 
Solomon 
Spence 
Spratt 
Staggers 
Stallings 
Stark 
Stearns 
Stenholm 
Stokes 
Stump 
Swett 
Swift 
Synar 
Tallon 
Tanner 
Tauzin 
Taylor(NC) 

Thomas(GA) 
Thomas(WY) 
Thornton 
Torres 
Torricelli 
Towns 
Traficant 
Traxler 
Unsoeld 
Upton 
VanderJagt 
Vento 
Visclosky 
Vucanovlch 
Walker 
Walsh 
Waters 
Waxman 
Weber 
Weiss 
Weldon 
Wheat 
Whitten 
Williams 
Wilson 
Wise 
Wolf 
Wyden 
Wylie 
Yatron 
Young (AK) 
Young (FL) 
Zeliff 
Zimmer 

ANSWERED "PRESENT"- 1 

Borski 
Bryant 
Campbell (CO) 
Chapman 
Dannemeyer 
Dixon 
Dwyer 
Dymally 
Edwards (TX) 
Ford (MI) 
Ford (TN) 
Gingrich 
Green 

Cooper 

NOT VOTING-38 
Hatcher 
Holloway 
Hopkins 
Lantos 
Levine (CA) 
Lloyd 
Marlenee 
Michel 
Mink 
Molinari 
Mrazek 
Nagle 
Nowak 

0 1453 

Payne (NJ) 
Pelosi 
Ray 
Rose 
Slaughter (VA) 
Studds 
Sundquist 
Taylor(MS) 
Thomas (CA) 
Valentine 
Washington 
Wolpe 

"(2) AVERAGE TAXPAYER ACCOUNT DE
FINED.-For purposes of paragraph (1), the 
term 'average taxpayer account' means any 
transaction account held by any person 
other than a corporation in which the aver
age daily balance (determined on a monthly 
basis) does not exceed $3,000. ". 

Amend the table of contents accordingly. 
The CHAIRMAN. Under the rule, the 

gentlewoman from California [Ms. W A
TERS] will be recognized for 5 minutes, 
and a Member opposed will be recog
nized for 5 minutes. 

Mr. WYLIE. Mr. Chairman, I rise in 
opposition. 

The CHAIRMAN. The gentleman 
from Ohio [Mr. WYLIE] will be recog
nized for 5 minutes. 

The Chair recognizes the gentle
woman from California [Ms. WATERS]. 

Ms. WATERS. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, I call this amendment 
the fees freeze. Banks are attempting 
to cut their losses and finance new cap
ital by increasing banks fees, across 
the board. These fees include minimum 
deposit requirements, checking ac
count fees, fees on automatic teller 
machine use, fees for cashiers' checks, 
and so forth. Obviously, these fee in
creases fall the heaviest on low-income 
people. 

According to a recent study by a 
Connecticut accounting firm, two
thirds of the banks polled said they 
were passing their premium increases 
on to their customers. The study's au
thor concluded that, "Customers are 
paying for the recapitalization and re
funding of the FDIC's bank insurance 
fund." What this means, in effect, is 
that customers are paying for the 
banks' bad loan practices. 

Mr. VOLKMER changed his vote Fee increases have risen beyond any 
realistic cost of providing service. In 
fact, just recently, a State court judge 
in California ordered Bank of America 
to cut in half its bounced check fee, on 
the grounds that the charge represents 
an unfair business practice. 

from "no" to "aye." 
So the amendment was rejected. 
The result of the vote was announced 

as above recorded. 
The CHAIRMAN. It is now in order to 

consider amendment No. 11 printed in 
House Report 102-281. 

AMENDMENT OFFERED BY MS. WATERS 
Ms. WATERS. Mr. Chairman, I offer 

an amendment. 
The CHAIRMAN. The Clerk will des

ignate the amendment. 
The text of the amendment is as fol

lows: 

My amendment places a moratorium 
on fee increases for the smallest de
positors for 2 years. 

Mr. Chairman, I sat through 60 hours 
of markup in the Banking Committee 
on H.R. 6. In that time, we considered 
amendments to help community banks, 
big banks, the securities industry, the 
insurance industry, and other large 

Amendment offered by Ms. WATERS: Page corporations. There were very few 
157, after line 22, insert the following new chances to do something specific, 
section: 
SEC. 230• FREEZE ON BANK FEES FOR AVERAGE something immediate, for average cus-

TAXPAYERACCOUNTS. tomers. That's all my amendment 
Section 18 of the Federal Deposit Insurance seeks to do. 

Act (12 U.S.C. 1828) is amended by inserting . Banks have many types of customers. 
after subsection (j) the following new sub- If they must raise the money to pay for 
section: their premium increases, they can get 

"(k) FREEZE ON BANK FEES FOR AVERAGE it from their large, big money CUB-
TAXPAYER AccoUNTs.- tomers. That's where the money is. 

"(1) IN GENERAL.-During the 2-year period I have singled out small depositors 
beginning on the date of the enactment of for exemption because the banks have 
this subsection, no insured depository insti- . 
tution may impose any fee of any sort on ample opportunity to mcrease the fees 
any average taxpayer account in an amount of large depositors, many of whom have 
in excess of the amount imposed for such fee insurance guarantees far beyond 
on June 18, 1991. $100,000. We are insuring billions of dol-
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lars, at no cost to rich depositors, with 
great risk to the taxpayers. Surely rich 
depositors can offset the banks' pre
mium increases and not be harmed in 
any way. 

Mr. Chairman, all we are trying to do 
is make one simple gesture to the peo
ple of America. I think it is important 
to give small depositors a break. I 
think my amendment is fair and rea
sonable. 

If I could make a final point, Mr. 
Chairman, the passage of my amend
ment would send an important message 
to the average consumer and small de
positor in America. In light of recent 
events inside this institution, I think 
it is important to say that we, in Con
gress, are not so far removed from the 
hardships faced by most American 
banking customers. 

The fees freeze is an honest attempt 
to be fair to banking customers. Small 
depositors have in no way contributed 
to the problems of the banking indus
try. They should not be responsible for 
recapitalizing it. My amendment is 
supported by the Consumer Federation 
of America, Public Citizen and ARORN. 
I urge my colleagues to support the 
amendment. 

Mr. BAKER. Mr. Chairman, I yield 2 
minutes to the gentleman from Louisi
ana [Mr. HAYES], the distinguished 
former State banking commissioner of 
the State of Louisiana. 

Mr. HAYES of Louisiana. Mr. Chair
man, I thank the gentleman for yield
ing. 

Mr. Chairman, I rise in opposition, 
not because of any misunderstanding of 
the sentiment expressed by the gentle
woman from California [Ms. WATERS]. 
In fact, like all regressive taxes, such 
as those on gasoline and sales taxes, 
those who are harmed the most can af
ford it the least, when we build a sys
tem around very small spenders, small 
wage earners. 

But in the earnings of a banking in
stitution, what we are talking about is 
on-demand deposits. We are not talking 
about rich investors, because they will 
either be in certificates of deposit, or a 
nonaccount, where the cost analysis of 
the bank will be such that it will not 
spread with the same percentage of 
those who are $1,000 and less. 

0 1500 
The point I am making is this: 

Across America there are people who 
are made up of a strong middle class 
who look at me every weekend when I 
return to Louisiana and express all of 
their frustrations with single sentences 
like "I carry the load for everyone; I 
pay more taxes and yet I don't qualify 
for any program to get my kid a schol
arship; on the other hand I don't make 
enough money to pay tuition." 

The same would be true here. It 
would not be major corporate deposi
tors and demand money. It would be 
middle class America with a poverty 

line in my district of most families 
who still would cross the $1,000. 

What I would like to support the gen
tlewoman on, and I have a feeling she 
may in the future have an opportunity 
on a later banking bill to offer it, is 
this: If we could put the two together, 
where, as part of the obligation under 
community reinvestment we could 
allow those frozen wage earners and 
senior citizens who fall at the poverty 
scale and the lowest amount of depos
its for their fees and free fees to be part 
of the bank's obligation of community 
reinvestment, we might well be able to 
do two things: Help more members of 
the community who need it most and 
not affect banking institutions with 
rates being lowered by the Fed and 
with obligations made upon their de
mand deposits that will not allow the 
collection. 

Ms. WATERS. Mr. Chairman, I yield 
1 minute to the gentleman from Texas 
[Mr. GONZALEZ]. 

Mr. GONZALEZ. Mr. Chairman, I rise 
in support of the Waters amendment. 
The fact is that taxpayers are being 
taxed twice. They are paying twice at 
least, once for the premiums in the 
form of fees and again through tax-sup
ported bailouts. I am going to read 
from a recent Wall Street Journal 
story, and I quote: 

The average consumer is feeling the pinch, 
too. Banks recognize that it would be politi
cally explosive to charge a specific fee to 
cover insurance premiums on consumer ac
counts, but many are effectively doing just 
that. Service charges on personal savings 
and checking accounts are on the rise. New 
fees are being levied and banks are approach
ing a higher lending rate while offering low 
rates on deposits. 

The Waters amendment shifts the 
burden back to the banks and it should 
be adopted. 

Ms. WATERS. Mr. Chairman, I yield 
such time as he may consume to the 
gentleman from Maryland [Mr. 
MFUME]. 

Mr. MFUME. Mr. Chairman, I rise in 
support of this protaxpayer, procon
sumer fairness amendment from the 
gentlewoman from California, and I 
urge an "aye" vote. 

Ms. WATERS. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, this bill extends $30 
billion in loans to the Treasury Depart
ment to recapitalize the bank insur
ance fund. We are told that banks will 
repay this loan over time through in
creased premiums. The implication is 
also that we are avoiding a taxpayer 
bailout of the banking industry. 

Now, if banks turn around and in
crease their bank fees to pay back this 
borrowed money to the Treasury, I am 
not sure I see the difference between 
that and a taxpayer bailout. Why are 
bank customers supposed to feel better 
about having their fees increased for 
the next 30 years? 

Increased bank fees are a hidden tax 
on consumers. This bill supposedly 

avoids a taxpayer bailout. My amend
ment simply insures that small deposi
tors are not hit by bank fee increases, 
or hidden taxes, for 2 years. 

Mr. Chairman, this is not for poor 
people. Poor people do not have any 
bank balances. This is for working peo
ple and middle-income people. This is a 
piece of legislation for fairness. It will 
send a message that those of us in Con
gress understand what it means to 
have a part of your salary eaten away 
by bank fees and increases. 

I would ask for an "aye" vote on the 
amendment. 

Mr. Chairman, I yield back the bal
ance of my time. 

Mr. BAKER. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, this is a very impor
tant amendment and certainly no one 
faults the effort to help those in soci
ety who cannot help themselves. Cer
tainly those who are on support pro
grams of various governmental agen
cies who are finding it more and more 
difficult to afford utilities and food 
certainly should not be faced with 
ever-increasing costs to carry on their 
financial activities. 

But however, well-intended the gen
tlewoman's amendment may be, in 
fact, the way the amendment is con
structed, it goes far beyond the de
scription we have had here on the 
House floor. It would extend the bene
fits of no increase in bank service 
charges to any average taxpayer ac
count which is defined as anyone who 
is not a corporation, a law partnership, 
a sole proprietorship a congressional 
campaign account. There are a litany 
of account services which would not be 
subject to any fee increases as the re
sult of the 2-year moratorium this 
amendment would provide. 

Further, in really looking at the 
credit needs of many of those who are 
lower income individuals, they cer
tainly would like to have low-interest 
rates in order to be able to buy that 
washing machine or that automobile or 
hopefully at some point in their life be 
able to acquire that home. 

What will simply happen in the mar
ketplace as a result of the fees limita
tion the Waters amendment would im
pose will be simply to shift the income 
the bank now gets from fees and serv
ice charges over to the interest mar
ket. We simply cannot allow banks to 
lose additional funds with the imposi
tion of the Waters amendment. 

If they do not, for whatever reason, 
shift the loss of income over to the in
terest charges for services and acquir
ing those goods and services, which 
people may need for their homes, clear
ly this will lead to additional losses to 
banking institutions which are already 
troubled. 

If we like FDIC failures and tax
payers bailouts, tell banks they cannot 
generate fees and services charges from 
activities they provide for their cus-
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tomers. If we were going to do it, why 
should the average balance which will 
be subject to this amendment be set at 
$1,000? If we are going to help indigent 
folks who should not be paying onerous 
bank fees, it would seem to me that the 
limitation on free banking services or 
a freeze on banking service charges 
would be more appropriate at the $100 
or $200 level. But not allow someone 
who has multiple accounts in different 
financial institutions and may, in fact, 
have several thousands of dollars on 
deposit get by without any increase in 
fees or services charges as a result of 
this amendment. 

I certainly understood the gentle
woman's intent in offering it, but I 
think it misses the mark. It would be 
ill-advised to adopt, and I would ask 
the House to reject. 

Mrs. COLLINS of Illinois. Mr. Chairman, I 
rise in strong support of the amendment of
fered by my colleague from California. 

Under the provisions of H.R. 6, banks will 
be required to pay higher insurance premiums 
and special assessments to the FDIC. We 
need not delude ourselves as to where the 
banks will get the funds for these additional 
payments. They will be passed on to bank de
positors in the form of higher fees for accounts 
and services. The account holders who would 
be affected by this fine example of trickle 
down economics are those that are least able 
to absorb an increase in fees. We are not talk
ing about persons who have hundreds of thou
sands of dollars in several accounts, but small 
depositors. These are the bank customers this 
amendment seeks to assist with a 2-year 
freeze on increasing fees they pay to their 
bank. 

Make no mistake about it, this is not a 
consumer oriented bill, nor will the measure 
do much for small depositors. I am sorry to 
see that this bill does not contain a provision 
mandating that banks provide a low-cost 
check cashing services or lifeline checking ac
counts. These services are options under the 
bill's new Bank Enterprise Program, but par
ticipation is not mandatory. Further, no signifi
cant revisions are made to the Community Re
investment Act to put teeth into existing 
antiredlining policies. This amendment will sig
nificantly enhance this bill. 

I urge my colleagues to support this amend
ment. 

The CHAIRMAN. The question is on 
the amendment offered by the gentle
woman from California [Ms. WATERS]. 

The question was taken; and the 
Chairman announced that the noes ap
peared to have it. 

RECORDED VOTE 

Ms. WATERS. Mr. Chairman, I de
mand a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were-ayes 70, noes 336, 
answered "present" 1, not voting 26, as 
follows: 

Abercrombie 
Ackerman 

[Roll No. 370] 
AYES--70 

Andrews (ME) 
Annunzio 

Atkins 
AuCoin 

Bonior 
Boxer 
Brown 
Carper 
Cl&y 
Coll1ns (IL) 
Collins (MI) 
Conyers 
Coyne 
DeFazio 
Dell urns 
Donnelly 
Early 
Edwards (CA) 
Engel 
Espy 
Evans 
Fazio 
Flake 
Foglietta 
Gonzalez 
Hayes (IL) 

Alexander 
Allard 
Anderson 
Andrews (NJ) 
Andrews (TX) 
Anthony 
Applegate 
Archer 
Armey 
Asp in 
Bacchus 
Baker 
Ballenger 
Barnard 
Barrett 
Ba.rton 
Bateman 
Beilenson 
Bennett 
Bentley 
Bereuter 
Berman 
Bev111 
Btl bray 
Bilirakis 
Bliley 
Boehlert 
Boehner 
Borski 
Boucher 
Brewster 
Brooks 
Broomfield 
Browder 
Bruce 
Bunning 
Burton 
Bustamante 
Byron 
Callahan 
Camp 
Campbell (CA) 
Cardin 
Carr 
Chandler 
Clement 
Clinger 
Coble 
Coleman (MO) 
Coleman (TX) 
Combest 
Condit 
Costello 
Coughlin 
Cox (CA) 
Cox (IL) 
Cramer 
Crane 
Cunningham 
Darden 
Davis 
de 1& Garza 
De Lauro 
DeLay 
Derrick 
Dickinson 
Dicks 
Ding ell 
Dooley 
Doolittle 
Dorgan (ND) 

Hertel 
Jefferson 
Kaptur 
Kennedy 
Kostrna.yer 
Lehman(FL) 
Lewis (GA) 
Markey 
Matsui 
McDermott 
Mfwne 
Min eta 
Moakley 
Neal (MA) 
Nowak 
Oakar 
Olver 
Owens (NY) 
Pallone 
Pastor 
Payne (NJ) 
Rangel 

NOES--336 
Dornan (CA) 
Downey 
Dreier 
Duncan 
Durbin 
Eckart 
Edwards (OK) 
Edwards (TX) 
Emerson 
English 
Erdreich 
Ewing 
Fascell 
Fa well 
Feighan 
Fields 
Fish 
Ford (MI) 
Frank (MA) 
Franks (CT) 
Frost 
Gallegly 
Gallo 
Gaydos 
Gejdenson 
Gekas 
Gephardt 
Geren 
Gibbons 
Gilchrest 
Gtllmor 
Gilman 
Gingrich 
Glickman 
Goodling 
Gordon 
Goss 
Gradison 
Grandy 
Guarini 
Gunderson 
Hall (OH) 
Hall(TX) 
Hamilton 
Hammerschmidt 
Hancock 
Hansen 
Harris 
Hastert 
Hayes (LA) 
Hefley 
Hefner 
Henry 
Herger 
Hoagland 
Hobson 
Hochbrueckner 
Holloway 
Horn 
Horton 
Houghton 
Hoyer 
Hubbard 
Huckaby 
Hughes 
Hunter 
Hutto 
Hyde 
Inhofe 
Ireland 
Jacobs 

Roybal 
Sanders 
Savage 
Schroeder 
Serrano 
Slaughter (NY) 
Stark 
Stokes 
Studds 
Torres 
Torricelli 
Towns 
Traficant 
Vento 
Waters 
Waxman 
Weiss 
Wheat 
Wyden 
Yates 

James 
Jenkins 
Johnson (CT) 
Johnson (SD) 
Johnson (TX) 
Johnston 
Jones (GA) 
Jones (NC) 
Jontz 
Kanjorski 
Kasich 
Kennelly 
Kildee 
Kleczka 
Klug 
Kolbe 
Kolter 
Kopetski 
Kyl 
LaFalce 
Lagomarsino 
Lancaster 
LaRocco 
Laughlin 
Leach 
Lehman (CA) 
Lent 
Levin (MI) 
Lewis (CA) 
Lewis (FL) 
Lightfoot 
Lipinski 
Livingston 
Lloyd 
Long 
Lowery (CA) 
Lowey (NY) 
Luken 
Machtley 
Manton 
Martin 
Mavroules 
Mazzoli 
McCan.dless 
McCloskey 
McCollum 
McCrary 
McCurdy 
McDade 
McEwen 
McGrath 
McHugh 
McMilla.il(NC) 
McMillen(MD) 
McNulty 
Meyers 
Miller(CA) 
M11ler (OH) 
M11ler(WA) 
Mollohan 
Montgomery 
Moody 
Moorhead 
Moran 
Morell& 
Morrison 
Murphy 
Murtha 
Myers 
Nagle 
Natcher 

Neal (NC) 
Nichols 
Nussle 
Oberstar 
Obey 
Olin 
Ortiz 
Orton 
Owens (UT) 
Oxley 
Packard 
Panetta 
Parker 
Patterson 
Paxon 
Payne (VA) 
Pease 
Penny 
Perkins 
Peterson (FL) 
Peterson (MN) 
Petri 
Pickett 
Pickle 
Porter 
Poshard 
Price 
Pursell 
Quillen 
Ra.ha.ll 
Ramstad 
Ravenel 
Reed 
Regula 
Rhodes 
Richardson 
Ridge 
Riggs 
Rinaldo 
Ritter 
Roberts 

Roe 
Roemer 
Rogers 
Rohrabacher 
Roe-Lehtinen 
Rose 
Rostenkowski 
Roth 
Roukerna. 
Rowland 
Russo 
Sabo 
Sangmeister 
Santorum 
Sa.rpa.lius 
Sawyer 
Saxton 
Scba.efer 
Scheuer 
Schiff 
Schulze 
Schumer 
Sensenbrenner 
Sharp 
Shaw 
Shays 
Shuster 
Sikorski 
Sisisky 
Skaggs 
Skeen 
Skelton 
Slattery 
Smith(FL) 
Smith (lA) 
Smith (NJ) 
Smith(OR) 
Smith(TX) 
Snowe 
Solarz 
Solomon 

Spence 
S~nott 
Staggers 
Sta.llings 
Stearna 
Stenholm 
Stump 
Swett 
Swift 
Synar 
Tallon 
Tanner 
Tauzin 
Taylor(NC) 
Thomas (GA) 
Thomas (WY) 
Thornton 
Traxler 
Unsoeld 
Upton 
Valentine 
VanderJagt 
Visclosky 
Volkmer 
Vucanovich 
Walker 
Walsh 
Weber 
Weldon 
Whitten 
W11liams 
Wilson 
Wise 
Wolf 
Wolpe 
Wylie 
Yatron 
Young (AK) 
Young(FL) 
Zeliff 
Zimmer 

ANSWERED "PRESENT"-1 
Cooper 

NOT VOTING-26 
Bryant 
Campbell (CO) 
Chapman 
Dannemeyer 
Dixon 
Dwyer 
Dyrna.lly 
Ford (TN) 
Green 

Hatcher 
Hopkins 
Lantos 
Levine (CA) 
Marlenee 
Martinez 
Michel 
Mink 
Molinari 

0 1528 

Mrazek 
Pelosi 
Ray 
Slaughter (VA) 
Sundquist 
Taylor(MS) 
Thomas (CA) 
Washington 

The Clerk announced the following 
pair: 

On this vote: 
Mr. Dymally for, with Mr. Thomas of Cali

fornia against. 
Mr. DEFAZIO changed his vote from 

"no" to "aye." 
So the amendment was rejected. 
The result of the vote was announced 

as above recorded. 
The CHAIRMAN. It is now in order to 

consider amendment No. 12 printed in 
House Report 102-281. 

AMENDMENTS EN BLOC OFFERED BY MR. 
GRADISON 

Mr. GRADISON. Mr. Chairman, I 
offer amendments en bloc. 

The CHAffiMAN. The Clerk will des
ignate the amendments en bloc. 

The text of the amendment en bloc is 
as follows: 

Amendments en bloc offered by Mr. GRADI
SON: Page 158, beginning on line 5, strike out 
sections 232 and 233 through page 177, line 13, 
and redesignate the succeeding section (and 
references thereto) and conform the table of 
contents accordingly. 

The CHAIRMAN. Under the rule, the 
gentleman from Ohio [Mr, GRADISON] 
will be recognized for 5 minutes, and a 
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Member opposed will be recognized for 
5 minutes. 

The Chair recognizes the gentleman 
from Ohio [Mr. GRADISON]. 

0 1530 

Mr. GRADISON. Mr. Chairman, I 
yield myself such time as I may 
consume. 

Mr. Chairman, my amendment would 
strike sections 232 and 233 from the 
bill. These provisions entitle banks and 
S&L's to a reduction in their insurance 
premiums when they engage in certain 
socially useful activities. 

Section 232 requires the bank insur
ance fund and the savings association 
insurance fund to cut in half any as
sessments on so-called lifeline ac
counts which offer basic transaction 
services to individuals. CBO estimates 
that this provision will cost the insur
ance funds $17 million in 1993-95. Sec
tion 233 of the bill would entitle banks 
to a reduction of between 5 and 15 per
cent in the assessment rate for any in
creases in lending to distressed neigh
borhoods. Although the sponsors have 
amended the bill's provisions to reduce 
their cost, CBO still estimates that the 
insurance funds would lose roughly $40 
to $50 million of receipts each year 
from this second provision. 

My objection is twofold. First, sec
tions 232 and 233 contain direct spend
ing and thus evade the appropriations 
process. At a time of record deficits, we 
should not enact new programs with
out at the same time finding the means 
to pay for them. Both of these provi
sions violate the Budget Act. However, 
the Committee on Rules has waived all 
points of order against them. Neverthe
less, if left in the bill, they will result 
in additional PAYGO costs which, if 
not paid for later, will result in a se
quester of nonexempt mandatory 
spending. Among the programs which 
will be reduced as the result to a se
quester are Medicare, student loans, 
and farm price supports. My amend
ment seeks to protect these programs 
by striking any additional spending 
from the bill. 

Second, these sections compromise 
both insurance funds. The bill's spon
sors may argue that their provision al
lows the insurance funds to make up 
the lost premiums by increasing the as
sessment rate on banks. This power is 
likely to be meaningless, however, 
given the current weakness of the 
funds. The S&L industry has already 
had to seek taxpayer assistance. Else
where in H.R. 6 we authorize the FDIC 
to borrow an addi tiona! $30 billion from 
the Federal Government. Many experts 
doubt whether the fund will be able to 
repay this amount. If it does not, every 
dollar to premiums lost as a result of 
these provisions will have to be made 
up by taxpayers. 

The insurance funds were set up to 
achieve a single, very important pur
pose: to ensure that the banking indus-

try paid the cost of the Government's 
deposit guarantee. To be effective, pre
miums into the fund should be based 
solely on risk, and not on extraneous 
factors. The funds should not be used 
as a back door source of funding for 
other initiatives, however worthy. If 
Congress wants to create the type of 
programs called for in these two sec
tions, it should fund them directly and 
pay for them with spending reductions 
in other programs. The new Chairman 
of FDIC, who has to oversee both of 
these funds, has written me a letter 
amplifying these concerns. 

Mr. Chairman, usually I do not insist 
on a recorded vote. Today, however, I 
will. Responsible governing involves 
tough choices, and Members should be 
evaluated according to how they han
dle these choices. The sponsors of this 
provision are wrong when they insist 
that this vote is solely about investing 
in distressed communities. In this day 
of limited budgets, we only have so 
many dollars to spend. This vote is on 
whether we should spend those dollars 
on distressed communities instead of 
on existing programs such as Medicare, 
student loans, and farm income sup
ports. 

I am asking my colleagues to help me 
maintain the integrity of the insurance 
funds and protect existing programs. 
Support my amendment to strike sec
tions 232 and 233. 

Mr. Chairman, I yield such time as he 
may consume to the distinguished gen
tleman from Wisconsin [Mr. KLECZKA]. 

Mr. KLECZKA. Mr. Chairman, I 
thank the gentleman for yielding to 
me. 

Mr. Chairman, I stand in strong sup
port of the gentleman's amendment. I 
think the goals of the Ridge amend
ment are laudable. I think to promote 
lifeline or investment in the Commu
nity Investment Association is some
thing the banks should be doing, but I 
do not think we need to report them 
for something they should be doing 
anyway. 

Know full well, Mr. Chairman and 
Members, that part of this bill provides 
for a $70 billion loan to the banks, a 
loan which they are expected to pay 
back. I do not believe that we can at 
this point accept the Ridge committee 
amendment which relieves millions 
and millions of dollars of these insur
ance premiums which will be necessary 
and will go to pay off the loan. Know 
full well, though, that if we relief the 
banks from this insurance premium, it 
is your constituents, the taxpayers of 
this country, who will have to pick up 
that slack. 

For that reason, Mr. Chairman, I ask 
the Members to vote for the amend
ment of the gentleman from Ohio. 

Mr. RIDGE. Mr. Chairman, I rise in 
opposition to the amendment. 

The CHAIRMAN. The gentleman 
from Pennsylvania [Mr. RIDGE] is rec
ognized for 5 minutes. 

Mr. RIDGE. Mr. Chairman, first of 
all, I yield 2 minutes to the gentleman 
from New York [Mr. FLAKE], the co
sponsor of these sections known as the 
Bank Enterprise Act, which passed in 
the Committee on Banking, Finance 
and Urban Affairs by a vote of 37 to 11. 

Mr. FLAKE. Mr. Chairman, the gen
tleman from Pennsylvania [Mr. RIDGE] 
and I join together in sponsoring an 
amendment, believing that 1 t is impor
tant that this body understands what 
is happening in communities that are 
currently underserved by the banking 
community. It is our intention to try 
to create within those communities the 
means by which its citizens might be 
able to have access to some of the cap
ital that is available in other parts of 
the communi ties through loans and 
through other kinds of services that 
banks generally offer. Those services 
are not offered to any great degree 
today, simply because many branches 
have already closed in those commu
nities, thus the persons who live in 
these distressed areas and communi ties 
where banks are currently 
underserving them, find themselves at 
a major disadvantage. 

We realize, Mr. Chairman, there are 
those who will argue that this does not 
conform to the budget agreement; but 
Mr. Chairman, I think it should be un
derstood that the costs of the prop
erties that are inventoried by the Fed
eral Government more than offset the 
costs of what this particular program 
would cost. 

Now, $43 million according to some 
estimates by the CBO is not a lot of 
money when one thinks about the fact 
that there are many persons living in 
these communities who cannot get 
loans, who cannot get basic financial 
services from the banking community. 

I would argue against the person who 
has made this particular amendment 
today that the moneys do not nec
essarily come from Medicare, student 
loans, or farm supports. I think that is 
just an attempt to try to get persons to 
be in opposition to the bill. 

In reality, Mr. Chairman, I think it is 
the right thing, I think it is the fair 
thing for this body to reject this par
ticular amendment. I think it hurts 
more people than it helps. I think that 
everybody has a right and ought to 
have an opportunity to be able to have 
access, to be able to live in a home, to 
be able to know that that home can be 
mortgaged just like it can in any other 
part of the community. 

So Mr. Chairman, I would urge that 
the Members of this body will vote 
against this particular amendment and 
give support to myself and the gen
tleman from Pennsylvania [Mr. RIDGE] 
as we try to do something that we 
think this Nation needs. 

Mr. RIDGE. Mr. Chairman, I yield 1 
minute to my colleague, the gentleman 
from Massachusetts [Mr. FRANK]. 
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Mr. FRANK of Massachusetts. Mr. 
Chairman, I thank the gentleman for 
yielding me this time. 

Mr. Chairman, there are better ways, 
I believe, than this amendment to do 
this, but they are not available to us. 
Had the amendment of my colleague, 
the gentleman from Massachusetts 
[Mr. KENNEDY] passed, strengthening 
enforcement, I might not have voted 
for this; but now this is the only way 
left for us to do it, by incentive. 

I do want to rise as a member of the 
Budget Committee to protest that this 
poor little gesture on behalf of the poor 
people being clubbed to death by that 
overburdened budget. This bill is going 
to raise billions and billions of dollars. 

The gentleman from Pennsylvania 
and the gentleman from New York 
want to sprinkle a couple million on 
the poor people, and for the budget 
guns to be wheeled out and shoot that 
down is disproportionate. 

This money is within the margin of 
error on the budget. We are not talking 
about very significant sums, and it is 
wholly inappropriate at this point to 
use the budget to squash the one last 
hope that we may have for people who 
will be weakened by this bill. 

Mr. RIDGE. Mr. Chairman, I yield 
myself the balance of my time. 

Mr. Chairman and my colleagues, 
ever so briefly, I would like to think 
that there is a bipartisan consensus 
that we need the Community Reinvest
ment Act. 

I would like to think as a matter of 
social and economic policy that we 
agree that banks should be sensitive to 
the legitimate credit needs of people in 
distressed communities and distressed 
areas, more often than not minorities. 

We have seen by the most recent Fed
eral Reserve report that there is an un
conscionable pattern of discrimination 
that occurs in these distressed commu
nities. Many of you have read the re
cent Federal Reserve report. The re
port was quite clear that a pattern of 
discrimination existed. Therefore if 
you believe it is incumbent upon us to 
reverse this pattern of discrimination 
and if you believe that improving CRA 
is a worthy legislative and social pol
icy objective, as policy makers we only 
have two alternatives to do so. We ei
ther punish the banks for their failure 
to live up to their CRA requirements, 
and our colleague, the gentleman from 
Massachusetts [Mr. KENNEDY], offered 
an amendment like that and it was de
feated; his amendment would punish 
banks if they redlined neighborhoods 
and that amendment was defeated. The 
Ridge-Flake Bank Enterprise Act re
wards institutions if they greenline, if 
they take pro-active steps in those dis
tressed communi ties. There are incen
tives in the sections this amendment 
seeks to strike; are incentives for life
line accounts, for lending, for locating 
community development cor'9orations 
and community development banks, for 

investing in these distressed neighbor
hoods. 

D 1540 
Now, I differ with the author of this 

amendment, who claims it involves an 
expenditure of $40 to $50 million a year. 
The CBO estimate that we received 
said it would be about S60 million over 
4 years, or $15 million annually. 

My colleagues, the banks themselves 
will pay into the bank insurance fund 
over the next 4 years roughly $25 bil
lion. What we are asking you to do 
today is to join with us in approving 
the use of two-tenths of 1 percent of 
that huge sum to leverage 1 billion dol
lars' worth of investment in distressed 
communities. No one can argue that 
using two-tenths of 1 percent of what 
banks will pay into the BIF, or 60 mil
lion of the $25 billion, will destabilize 
the insurance fund. 

I respectfully disagree that seques
tration will follow, as predicted by the 
author of the amendment. 

My colleagues, I encourage you to de
feat this amendment and support this 
initiative to encourage banks to invest 
in distressed communities. 

The CHAIRMAN. All time has ex
pired. 

The question is on the amendments 
en bloc offered by the gentleman from 
Ohio [Mr. GRADISON]. 

The question was taken; and the 
Chairman announced that the noes ap
peared to have it. 

RECORDED VOTE 

Mr. GRADISON. Mr. Chairman, I de
mand a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were-ayes 204, noes 205, 
answered "present" 2, not voting 22, as 
follows: 

Alexander 
Allard 
Anderson 
Andrews (NJ) 
Andrews (TX) 
Anthony 
Applegate 
Archer 
Anney 
As pin 
Ballenger 
Barrett 
Barton 
Bateman 
Beilenson 
Bennett 
Bentley 
Bereuter 
Bilbray 
Bilirakis 
Boehner 
Boucher 
Broomfield 
Bunning 
Burton 
Byron 
Callahan 
Camp 
Campbell (CA) 
Cardin 
Carr 
ChAndler 
Clement 

[Roll No. 371] 
AYES-204 

Clinger 
Coble 
Coleman (MO) 
Combest 
Condit 
Costello 
Coughlin 
Cox (CA) 
Crane 
Cunningham 
Davis 
DeLay 
Derrick 
Dickinson 
Dicks 
Dooley 
Dorgan (ND) 
Dornan (CA) 
Dreier 
Edwards (TX) 
Emerson 
Fa well 
Fields 
Franks (CT) 
Gallo 
Gaydos 
Gejdenson 
Geka.s 
Geren 
Gibbons 
Gillmor 
Gordon 
Goss 

Gradison 
Guarini 
Gunderson 
Hall (TX) 
Hamilton 
Hammerschmidt 
Hancock 
Hansen 
Ha.stert 
Hayes (LA) 
Hefley 
Hefner 
Henry 
Herger 
Hoagland 
Houghton 
Huckaby 
Hughes 
Hunter 
Hutto 
Hyde 
Inhofe 
Ireland 
Jacobs 
James 
Jenkins 
Johnson (SD) 
Johnson (TX) 
Jones (GA) 
Kanjorski 
Kleczka 
Klug 
Kolbe 

Kopetski 
Kyl 
Lanca.stsr 
LaRocco 
Laughlin 
Leach 
Lehman(CA) 
Lent 
Levin (MI) 
Lewis (CA) 
Lewis (FL) 
Lightfoot 
Lipinski 
Lowery (CA) 
Machtley 
Martin 
Martinez 
Mazzoli 
McCandless 
McCollum 
McCrery 
McGrath 
McMillan (NC) 
McMillen(MD) 
Meyers 
Miller (CA) 
M11ler (OH) 
Molinari 
Mollohan 
Montgomery 
Moorhead 
Morella 
Murphy 
Myers 
Nagle 

Abercrombie 
Ackerman 
Andrews (ME) 
Annunzio 
Atkins 
AuCoin 
Bacchus 
Baker 
Barnard 
Berman 
Bevill 
BUley 
Boehlert 
Bonior 
Borski 
Boxer 
Brewster 
Browder 
Brown 
Bruce 
Bustamante 
Carper 
Clay 
Coleman (TX) 
Collins (lL) 
Collins (MI) 
Conyers 
Cox (IL) 
Coyne 
Cramer 
Darden 
de la Garza 
DeFazio 
DeLauro 
Dellums 
Dingell 
Donnelly 
Doolittle 
Downey 
Duncan 
Durbin 
Early 
Eckart 
Edwards (CA) 
Edwards (OK) 
Engel 
English 
Erdretch 
Espy 
Evans 
Ewing 
Fascell 
Fazio 
Feighan 
Fish 
Flake 
Foglietta 
Ford (MI) 

Nowak 
Oberstar 
Obey 
Olin 
Owens (UT) 
Oxley 
Packard 
Pallone 
Panetta 
Parker 
Patterson 
Paxon 
Payne (VA) 
Pea.se 
Penny 
Peterson (MN) 
Petri 
Pickett 
Pickle 
Porter 
Poshard 
Pursell 
Qutllen 
Ra.ha.ll 
Ramstad 
Regula. 
Rhodes 
Rinaldo 
Roberts 
Rohrabacher 
Roukema 
Russo 
Sarpalius 
Sawyer 
Saxton 

NOES-205 
Frank(MA) 
Frost 
Gallegly 
Gephardt 
Gilchrest 
Gilman 
Gingrich 
Glickman 
Gonzalez 
Goodling 
Grandy 
Hall (OH) 
Harris 
Hatcher 
Hayes (IL) 
Hertel 
Hobson 
Hochbrueckner 
Holloway 
Horn 
Horton 
Hoyer 
Hubbard 
Jefferson 
Johnson (CT) 
Jones (NC) 
Jontz 
Kaptur 
Ka.sich 
Kennedy 
Kennelly 
Kildee 
Kolter 
Kostmayer 
LaFalce 
Lagomarsino 
Lehman (FL) 
Lewis (GA) 
Livingston 
Lloyd 
Long 
Lowey(NY) 
Luken 
Manton 
Markey 
Matsui 
Mavroules 
McCloskey 
McCurdy 
McDade 
McDermott 
McHugh 
McNulty 
Mfume 
Miller(WA) 
Mineta 
Moakley 
Moody 
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Schaefer 
Schulze 
Sensenbrenner 
Shaw 
Sisisky 
Skaggs 
Skelton 
Smith(IA) 
Smith(OR) 
Smith(TX) 
Snowe 
Solomon 
Spence 
Stallings 
Stearns 
Stenholm 
Stump 
Sundquist 
Tanner 
Taylor (MS) 
Thomas(WY) 
Thornton 
Torricelli 
Valentine 
Vander Jagt 
Volkmer 
Vucanovich 
Walsh 
Weber 
Wilson 
Ya.tron 
Young(AK) 
Young (FL) 
Zelirr 
Zimmer 

Moran 
Morrison 
Murtha 
Natcher 
Neal (MA) 
Neal (NC) 
Nichols 
Nussle 
Oakar 
Olver 
Ortiz 
Orton 
Owens (NY) 
Pastor 
Payne (NJ) 
Perkins 
Peterson (FL) 
Price 
Rangel 
Ravenel 
Ray 
Reed 
Richardson 
Ridge 
Riggs 
Ritter 
Roe 
Roemer 
Rogers 
Ros-Lehtinen 
Rose 
Rostenkowski 
Roth 
Rowland 
Roybal 
Sabo 
Sanders 
Sangmeister 
Santo rum 
Savage 
Scheuer 
Schiff 
Schroeder 
Schumer 
Serrano 
Sharp 
Shays 
Shuster 
Sikorski 
Skeen 
Slattery 
Slaughter (NY) 
Smith(FL) 
Smith (NJ) 
Solarz 
Spratt 
Staggers 
Stark 
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Stokes 
Studda 
Swett 
Swift 
Synar 
Tallon 
Tauzin 
Taylor (NC) 
Thomas(GA) 
Torres 
Towns 

Trafica.nt 
Tra.xler 
Unsoeld 
Upton 
Vento 
Viaclosky 
Walker 
Washington 
Waters 
Waxman 
Weiss 

Weldon 
Wheat 
WUUams 
Wise 
Wolf 
Wolpe 
Wyden 
Wylie 
Yates 

Brooks 

ANSWERED "PRESENT"-2 
Cooper 

NOT VOTING-22 
Brya.nt 
Campbell (CO) 
Chapman 
Da.nnemeyer 
Dixon 
Dwyer 
Dymally 
Ford(TN) 

Green 
Hopkins 
Johnston 
Lantos 
Levine (CA) 
Marlenee 
McEwen 
Michel 

0 1600 

Mink 
Mrazek 
Pelosi 
Slaughter (VA) 
Thomas(CA) 
Whitten 

The Clerk announced the following 
pairs: 

On this vote: 
Mr. Thomas of California for, with Mr. 

Dymally against. 
Mr. Green of New York for, with Mr. 

McEwen against. 
Messrs. SMITH of New Jersey, KEN

NEDY, ORTON, SHAYS, GLICKMAN, 
and HOLLOWAY changed their vote 
from "aye" to "no." 

Mr. WILSON and Mr. THORNTON 
changed their vote from "no" to "aye." 

So the amendment was rejected. 
The result of the vote was announced 

as above recorded. 
The CHAIRMAN. It is now in order to 

reconsider the amendment numbered 13 
printed in House Report 102-281. 
AMENDMENTS EN BLOC OFFERED BY MR. WYLIE 

Mr. WYLIE. Mr. Chairman, I offer 
the amendments en bloc numbered 13. 

The CHAIRMAN. The Clerk will des
ignate the amendments en bloc. 

The text of the amendments en bloc 
is as follows: 

Amendments en bloc offered by Mr. WYLIE: 
Page 455, line 8, strike "(C) and (D)" and in
sert "(C), (D), and (E)". 

Page 455, strike lines 9 through 19 and in
sert the following new subparagraphs: 

"(C) AGGREGATION OF DEPOSITS.-For the 
purpose of determining the net amount due 
to any depositor under subparagraph (B), the 
Corporation shall aggregate the amounts of 
all deposits in the insured depository institu
tion which are maintained by a depositor or 
by others for the benefit of the depositor, as 
follows: 

"(i) Deposits registered under the same 
taxpayer identification number or employer 
identification number of one depositor shall 
be attributed to that deposit. 

"(11) Deposits registered under the tax
payer identification number or employer 
identification number of more than one de
positor shall be attributed equally, unless 
otherwise specified in the deposit account 
records, among those depositors. 

"(iii) Deposits consisting of a revocable 
trust or similar account shall be attributed 
to the settlor or grantor of the deposit ac
count. 

"(iv) Deposits maintained by an individual 
or entity (including an insured depository in
stitution) acting as an agent, custodian, 
nominee, conservator or in a similar capac-

ity on behalf of a principal (other than an in
sured depository institution) shall be attrib
uted to such principal. 

"(v) Such other attribution to a depositor 
as the Board of Directors determines by reg
ulation not to be unduly burdensome and 
costly to calculate; provided that the deposi
tor has control over the deposit account and 
that such attribution would be consistent 
with the insurance purposes of this Act. 

"(D) DEPOSITOR lDENTIFICATION.-
"(i) IDENTIFICATION NUMBER.-All deposits 

shall be registered under the taxpayer identi
fication number or employer identification 
number of each depositor. 

"(ii) CONSIDERATION OF ADDITIONAL INFOR
MATION.-For the purpose of aggregating and 
attributing deposits the Corporation may 
consider additional information contained in 
the records of the insured depository institu
tion or made available by the depositor. 

Page 455, line 20, strike "(D)" and Insert 
"(E)". 

Page 462, after line 8, insert the following 
new paragraph (and redesignate subsequent 
paragraphs accordingly): 

(2) AGGREGATON RULES.-Section ll(a)(1)(C) 
of the Federal Deposit Insurance Act (as 
amended by subsection (b)(1) of this section) 
shall take effect on January 1, 1995. 

Page 463, line 3, strike "(B)" and insert 
"(E)". 

The CHAIRMAN. Under the rule, the 
gentleman from Ohio [Mr. WYLIE] will 
be recognized for 15 minutes and a 
Member opposed will be recognized for 
15 minutes. 

Mr. HUBBARD. Mr. Chairman, I am 
opposed to the amendment. 

The CHAIRMAN. The gentleman 
from Kentucky [Mr. HUBBARD] will be 
recognized for 15 minutes in opposition. 

The Chair recognizes the gentleman 
from Ohio [Mr. WYLIE]. 

Mr. WYLIE. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, this is the amendment 
that would limit deposit insurance cov
erage to $100,000 on regular deposit ac
counts per person in each institution. 
It would also allow for a $100,000 IRA 
account. 

Because of the hearings over the 
years and the exposure of the Federal 
SaV'ings and Loan Insurance Corpora
tion fund, I had thought that the limit 
ought to be $100,000 per individual in 
all accounts. The Secretary of the 
Treasury and the Chairman of the Fed
eral Deposit Insurance Company 
thought that was too restrictive and 
suggested a provision, which was in 
their bill, and which permitted $100,000 
per individual per institution. A person 
could have as many $100,000 accounts 
as they have money if they would 
spread it around among the institu
tions. 

Then we included an IRA account for 
each person in as many institutions as 
he desires. The IRA was a very, very 
successful way of encouraging savings. 
This amendment in effect, would recog
nize a very, very popular savings pro
gram. 

I have a letter here from a good 
friend of mine who was the chief execu
tive officer of a very successful deposi-

tory institution. I got it this morning. 
This is what it says: 

DEAR CHALMERS: Just a short note to tell 
you I think you are on the right track in try
ing to get Federal Deposit Insurance cov
erage reduced. It was never meant to cover 
such sizable amounts. It was to protect the 
little guy. Reducing the coverage would also, 
of course, reduce the Federal Government's 
potential loss. 

Sincerely, 
TOM. 

That is the thrust of my amendment 
right there, and it says it much better 
than I can. If we cannot do this as far 
as deposit insurance reform is con
cerned, we cannot do anything. 

I have an ad here from a bank that 
says that if you want coverage "up to 
$1.4 million in your individual account, 
we can show you how to do it." It says 
that a husband, wife, and two children 
may insure accounts up to $1.4 million. 

Now, this is a gross distortion of 
what deposit insurance was supposed to 
be all about. I have no quarrel with the 
bank in proposing this or making this 
advertisement. It is perfectly legal, 
and what they have suggested is per
fectly legal. 

Here is a pamphlet from the Wright
Patman Federal Credit Union, and it 
says the same thing, that a multiple 
account is an easy way for wealthy, so
phisticated investors to get protection. 

I have an article here from the local 
newspaper, the Washington Post, that 
says, "Bank customers shuffling ac
counts to ensure Federal protection." 

The lady shown here is actress Lynda 
Carter, "Wonder Woman," and she is 
married to Mr. Altman, who was presi
dent of the First American Bank until 
recently. The article says that she is 
shifting her money around into several 
accounts. "Carter took the money last 
week, sources said, and split her money 
up into a number of smaller accounts, 
each one fully insured by the Federal 
Government in the event of a bank fail
ure. The Federal Government will in
sure up to only $100,000 in each ac
count." 

So she spread it around in several ac
counts. As I say, I think it is perfectly 
all right, and she is smart to do it, but 
that is an abomination of the process. 
Ninety-seven percent of all Americans 
who have deposits in banks and savings 
and loans will not be affected by my re
striction, according to the FDIC. I can
not point to a single bank or savings 
and loan that has failed because of this 
excessive coverage, but I can point to 
many savings and loans which have 
helped to cause the problem with the 
Federal Savings and Loan Insurance 
Corporation fund because they went 
broke and depositors were insured for 
almost any amount they put in the 
bank, both insured and uninsured. 

Mr. Chairman, I want to make one 
more point very clear. My amendment, 
as now drafted, is tied to the elimi
nation of the too-big-to-fail doctrine. 
The bill says that no depository insti-
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tution would be too big to fail after 
January 1, 1995, and no account will be 
insured above $100,000 after January 1, 
1995. So there is a 3-year transition pe
riod. That ought to be plenty of time 
for the banks to get their house in 
order so we can get ours in order. 

Many small banks complain that the 
too-big-to-fail doctrine was causing 
disintermediation, that money was 
being taken out of the small banks and 
shifted into large banks because they 
were too big to fail. Well, there will be 
no more deposit insurance based on the 
too-big-to-fail concept and for unin
sured deposits after January 1, 1995. 

0 1610 
I have a chart here that shows the 

growth of FDIC-insured deposits as a 
percentage of total bank deposits. I 
want to show Members how that has 
grown since deposit insurance was put 
in effect back in 1934. Here it is way up 
here today. This chart alone seems to 
me to demonstrate the wisdom of my 
amendment, and I urge an aye vote. 

Mr. Chairman, I yield 1 minute to the 
gentlewoman from Ohio [Ms. OAKAR]. 

Ms. OAKAR. Mr. Chairman, I would 
like to ask the distinguished gen
tleman from Ohio [Mr. WYLIE] to clar
ify for me a provision of his amend
ment as it deals with passthrough in
surance on pension funds and deferred 
compensation plans. 

When we completed our work in the 
Committee on Banking, Finance and 
Urban Affairs, we provided in section 
511 on deposits and pass-through insur
ance that Federal deposit insurance on 
a pro rata or pass-through basis would 
continue to be available on employee 
benefit plans as described in section 
ll(a)(8)(B)(ii) of the FDI Act and for de
ferred compensation plans, including 
457 plans as described in the Internal 
Revenue Code of 1986, as long as depos
its in these plans are placed in institu
tions which have sufficiently high rat
ings. 

Mr. WYLIE. Mr. Chairman, will the 
gentlewoman yield? 

Ms. OAKAR. I yield to the gentleman 
from Ohio. 

Mr. WYLIE. Mr. Chairman, that is 
correct. That would continue. My 
amendment does not impact on the 457 
pass-through amendment which was 
adopted by the House Committee on 
Banking, Finance and Urban Affairs. I 
do not change that. 

Mr. HUBBARD. Mr. Chairman, I 
yield myself such time as I may 
consume. 

Mr. Chairman, I urge Members to 
strongly oppose this amendment, for 
three reasons. First of all, the amend
ment will not reduce losses experienced 
by the Federal deposit insurance fund. 
Second, the amendment will heighten 
public anxiety, that is for sure. Third, 
the amendment will destabilize finan
cial institutions, worsen the credit 
crunch, and be detrimental to the 
American economy. 

Last Thursday on this bill we voted 
for a certain amendment. The next day 
the headlines of the papers across the 
Nation stated "House votes to curb 
bank expansions." 

Mr. Chairman, can you imagine the 
headlines across the Nation tomorrow 
if this amendment by the gentleman 
from Ohio [Mr. WYLIE] should pass? 
The headlines would be "House cuts 
bank deposit insurance." Imagine the 
credit crunch that . will come about, 
even worse than we have now. 

My friend, the gentleman from Ohio 
[Mr. WYLIE], mentioned the Washing
ton Post. I was not planning to men
tion their editorial opposing the Wylie 
amendment, but let me read the first 
paragraph, the headline being "Don't 
cut deposit insurance." 

The first paragraph of the Post edi
torial: 

While many things need to be changed in 
the American banking system, the basic sys
tem of deposit insurance is not one of them. 
As Congress goes to work on the banking bill 
this week it would be wise to leave deposit 
insurance alone. The purpose of this bill is to 
produce stronger and more stable banks. 
Cutting bank insurance for depositors would 
just do the opposite. 

Mr. Chairman, this amendment lost 
in the Subcommittee on Financial In
stitutions. It was defeated four times 
as it came up in different wording in 
the full Committee on Banking, Fi
nance and Urban Affairs. Here we go 
again. There is a simple reason why a 
significant majority of members on the 
House Committee on Banking, Finance 
and Urban Affairs have opposed 
changes in this area: Altering deposit 
insurance coverage is bad public pol
icy. 

The fact of the matter is, this amend
ment would be ineffective at best. That 
is why such diverse entities as the U.S. 
General Accounting Office, the Amer
ican Association. of Retired Persons, 
the U.S. Chamber of Commerce, over 
two dozen major business groups, and, 
yes, every bank in America, opposes 
the reduction of deposit insurance cov
erage. 

Mr. Chairman, I urge Members vote 
no on the Wylie amendment. 

Mr. WYLIE. Mr. Chairman, I yield ll/2 
minutes to the gentleman from Iowa 
[Mr. LEACH]. 

Mr. LEACH. Mr. Chairman, I thank 
the gentleman for yielding. 

Mr. Chairman, I wou.ld just like to 
ask the distinguished ranking member 
several questions. Is this more or less 
the position that the administration 
proposed in the original bill? 

Mr. WYLIE. Mr. Chairman, will the 
gentleman yield? 

Mr. LEACH. I yield to the gentleman 
from Ohio. 

Mr. WYLIE. Mr. Chairman, this is 
the administration position proposed 
in the original bill. Exactly. 

Mr. LEACH. Mr. Chairman, reclaim
ing my time, historically is it not the 
case that deposit insurance was de-

signed to protect the small depositor? 
Not institutions, but the depositor? 

Mr. WYLIE. Mr. Chairman, if the 
gentleman will yield further, that is 
correct. Originally it was for $2,500. 
Given the rate of inflation, we now 
have a fourfold increase in that 
amount. 

Mr. LEACH. Mr. Chairman, the more 
deposits that get protected, the greater 
the taxpayer liability? 

Mr. WYLIE. There is no question 
about that. That is the purpose of my 
amendment, to protect the taxpayers 
from more liability. 

Mr. LEACH. Mr. Chairman, I appre
ciate that. I would like to make one 
comment. As every Member in the 
Chamber knows, small banks feel dis
advantaged by this. It is an under
standable circumstance. On the other 
hand, it is the large banks that hold 
the larger number of deposits, on which 
there is a multiplicity of $100,000 cov
erages. If there is no change, what it 
means is that the large banks have far 
larger coverage for which the small 
banks-through their payments into 
the deposit insurance system-will 
have to, in effect, be held accountable. 

Mr. Chairman, I would ask the gen
tleman from Ohio [Mr. WYLIE], is that 
a valid observation? 

Mr. WYLIE. Mr. Chairman, that is a 
valid observation. 

Mr. LEACH. So in one sense, it is 
really to the advantage of a small bank 
to have prudential deposit insurance, if 
that bank does not have as high anum
ber of large deposits as a larger bank? 

Mr. WYLIE. Mr. Chairman, I would 
think so, yes. 

Mr. Chairman, the gentleman from 
Iowa [Mr. LEACH] made some very dis
cerning observations. The gentleman is 
a valuable member of the committee. 

The administration strongly supports 
this limit on deposit insurance. 

Mr. HUBBARD. Mr. Chairman, I 
yield 1 minute to the gentleman from 
Florida [Mr. BACCHUS]. 

Mr. BACCHUS. Mr. Chairman, I rise 
in opposition to this amendment. I sup
port reducing the risks to taxpayers 
from the failures of tottering banks. I 
do not support limiting deposit insur
ance in an effort to limit those risks, 
not while the misguided doctrine of too 
big to fail continues to enthrall bank 
regulators. 

Mr. Chairman, the answer is not to 
limit deposit insurance; the answer is 
to limit the insured activities of banks. 
That is why I support core banking. 

Mr. Chairman, the gentleman from 
Ohio [Mr. WYLIE] says he wants to pro
tect the little guy. Amending the bill 
before us to limit deposit insurance 
would not protect the little guy, and it 
would not limit taxpayer exposure. 
This amendment would increase tax
payer exposure by encouraging the 
shift of millions upon millions in de
posits from safe community banks to 
shaky money center banks that are the 
most likely to fail and fail big. 
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Mr. Chairman, I urge Members to de

feat the Wylie-Gonzalez amendment. 
Mr. WYLIE. Mr. Chairman, I yie~d 3 

minutes to the distinguished gen
tleman from Texas [Mr. GoNZALEZ], the 
chairman of the Committee on Bank
ing, Finance and Urban Affairs. 

Mr. GONZALEZ. Mr. Chairman, as 
one of the cosponsors with the gen
tleman from Ohio [Mr. WYLIE], I rise in 
support of the amendment. I want to 
run over briefly the key points in
volved here, because I think there has 
been a lot of obfuscations. 

Mr. Chairman, let me say that I rise 
with somewhat of a shameful feeling 
that we would come up with this mea
ger reduction in the base of exposure of 
this unsurance fund. It should be more 
substantial, to be truly honest with 
Members, and with the American peo
ple above all. 

Mr. Chairman, if we continue the 
way we are going, I will predict that 
you will not be able to keep the com
mitment that the Government stands 
behind of paying up to $100,000 in insur
ance protection. You will see the day, 
and I do not think we can keep going 
the way we are at this exponential 
rate, where they will not even be able 
to pay 30 cents on the dollar. 

Mr. Chairman, let us bring some 
sense to this ridiculous situation in 
which we have gotten the Nation. No 
other country has such a ridiculous 
and corrupted system as we have. You 
have got $3 trillion of insured deposits 
in the commercial banking system 
alone, and you have got a broke fund. 
You have got a broke insurance fund. 

Mr. Chairman, how can anyone say 
that you have the capacity to pay on 
that guarantee, with no effort made to 
reduce that exposure? Rather we are 
increasing it. 

One thing for sure: Because this has 
been obfuscated by the very tremen
dous bank, the !BAA and those folks, 
the effective date of the amendment 
proposed coincides with the effective 
date of the formal elimination of the 
too-big-to-fall policy in order to pre
vent the depositors from shifting their 
funds from small local banks to large 
money center and super regional banks 
in order to receive too-big-to-fall pro
tection for deposits of over $100,000. 

Mr. Chairman, I believe that this 
goes a little way in restoring what is 
still the congressional intent, that the 
amount to be insured by the taxpayers 
is up to $100,000. We have had studies 
that the committee staff have made 
just as of last year in the closeouts 
that have been resolved. The regulators 
were paying out 99 percent of all de
positors. 

The gentleman from Ohio [Mr. 
WYLIE] said just the other day in de
bate that the average depositor in the 
United States does not have over $8,750 
in his account. So let us bring some 
common sense back. 

The CHAffiMAN. The Chair will ad
vise that the gentleman from Ohio [Mr. 

WYLIE] has 3¥2 minutes remaining, and 
the gentleman from Kentucky [Mr. 
HUBBARD] has 11112 minutes remaining. 
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Mr. HUBBARD. Mr. Chairman, I 
yield a minute and a half to the gen
tleman from California [Mr. RIGGS]. 

Mr. RIGGS. Mr. Chairman, I reluc
tantly rise in opposition to this amend
ment by the distinguished chairman of 
the Committee on Banking, Finance 
and Urban Affairs and my ranking 
member, the gentleman from Ohio [Mr. 
WYLIE]. 

We have taken steps, my colleagues 
on the Committee on Banking, Finance 
and Urban Affairs, to limit the true ex
posure to the bank insurance fund by 
limiting insurance on past-due ac
counts and brokered deposits. We are 
phasing out the direct risk to the bank 
insurance fund from the too-big-to-fail 
doctrine by 1996. So against that back
drop, limiting the number of insured 
accounts is a backward step, a further 
more in the wrong direction by this 
House, which may well have some 
undesired and unintended effects. 

First of all, it will inconvenience and 
perhaps unduly penalize thousands of 
Americans, many of them elderly who 
saved diligently and invested wisely 
through a lifetime of sacrifice and dis
cipline, because these Americans will 
be forced to seek out new banking rela
tionships outside their home commu
nities. 

Second, it will cause a deposit flight 
from smaller banks, those which serve 
rural communities, to larger banks, 
those still perceived as too big to fail. 
And in the process undermine the 
strength and vitality of the small inde
pendent community-oriented banks, 
the very backbone of the American 
banking industry. 

Mr. Chairman, we are headed toward 
a narrow BIF recap bill at this time 
and every Member of this body knows. 
We have done away with the concept of 
linkage, higher premiums and 
strengthening regulation in exchange 
for expanded powers and increased 
profitability. Deposit insurance re
forms hurt small banks, hurt rural 
communities, will contribute to the 
credit crunch. 

I urge ·my colleagues to defeat the 
amendment. 

Mr. Speaker, I rise today to reluctantly op
pose my friend from Ohio and distinguished 
ranking Republican on the Banking Commit
tee, Mr. WYLIE. We've taken steps and adopt
ed concrete measures in the Banking Commit
tee to limit deposit insurance on pass-through 
accounts as well as brokered deposits. We're 
phasing out the too-big-to-fail doctrine by 
1996. Against that backdrop, limiting the num
ber of insured accounts is a step backwards, 
a further move in the wrong direction by this 
House, which may well have some undesired 
and unintended effects: 

First, it may inconvenience and unduly pe
nalize thousands of Americans, many of them 

elderly, who have saved diligently and in
vested wisely through a lifetime of sacrifice 
and discipline who will be forced to seek out 
new banking relationships, outside their home 
communities. 

Second, it may cause a deposit flight from 
smaller banks serving rural communities to 
larger banks, those still perceived as too big to 
fail, undermining the strength and vitality of 
small, independent, community-oriented 
banks, the very backbone of the American 
banking industry. As the Banking Committee 
considered limitations to deposit insurance, we 
observed a miniature run on deposits from 
small depository institutions to large ones per
ceived by the general public to be too big to 
fail. This exodus has in many cases been 
largely comprised of small accounts of less 
than $100,000 which were taken from ex
tremely healthy, well capitalized and well run 
rural banks. I believe we can safely conclude 
that the public views Congress' actions to limit 
the bank insurance fund's risk exposure as re
neging on the full faith and guarantee of the 
U.S. Government. Naturally, the people were 
concerned with the safety of their savings, and 
moved their money into big safe havens. 

Third, Mr. Chairman, we've headed now to
ward a narrow BIF recapitalization bill and 
every Member of this body knows it. We've 
broken the concept of linkage-higher pre
miums and strengthened regulation in ex
change for expanded powers and increased 
profitability. Deposit insurance reforms hurt 
small banks and rural communities. At a time 
when lack of credit availability is stifling our 
economic growth and helping to drive the Unit
ed States back into economic recession, we 
should hesitate to deprive the small rural 
banks, the engine of our economy, of fuel. De
posit insurance reforms coupled with a narrow 
bill may make marginally solvent banks insol
vent and will make healthy banks significantly 
weaker. I urge defeat of the amendment. 

Mr. HUBBARD. Mr. Chairman, I 
yield 1 minute to the gentleman from 
New York [Mr. FLAKE]. 

Mr. FLAKE. Mr. Chairman, I reluc
tantly rise to stand in opposition to 
this amendment, yet through the expe
riences that we have seen in many of 
the smaller banks in this country, it 
becomes painfully clear to me who suf
fers the most when we place these 
kinds of limits on deposits. In reality, 
some of us who have just come, who 
are fresh from the recent Freedom 
Bank takeover, understand that there 
were many nonprofit institutions who 
kept their money in Freedom Bank. 

They suffered simply because they 
were not too big to fail. They failed be
cause the insurance decided that these 
banks could be closed up. 

I cannot believe today, as I said on 
this floor, that we in fact have done 
anything to solve the too-big-to-fail 
policy. I tend to think that ultimately 
even if we pass this piece of legislation, 
we will discover that those who are re
sponsible for making the decisions will 
decide that the larger banks are too big 
to fail. 

Let us do the fairest thing. Let us do 
the right thing. Let us vote against 
this amendment. 
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Mr. HUBBARD. Mr. Chairman, I 

yield Ph minutes to the gentleman 
from illinois [Mr. Cox]. 

Mr. COX of illinois. Mr. Chairman, I 
thank the gentleman for yielding time 
tome. 

I rise today in opposition to the 
Wylie-Gonzalez amendment to tighten 
the limits on deposit insurance. There 
is no question that the sponsors of the 
amendment sincerely believe that this 
amendment will limit the exposure of 
the deposit insurance fund. 

The fact of the matter is, there will 
be no limit whatsoever to the exposure 
of the fund. The real consequence will 
be movement of money from small fi
nancial institutions in the United 
States to large institutions where indi
viduals believe that the institution will 
be protected by the too-big-to-fail pol
icy. 

The authors have tied this amend
ment to the date of the so-called elimi
nation of the too-big-to-fail policy 
within the legislation. Please do not be 
fooled. To believe that the too-big-to
fail policy can be eliminated by this 
legislation, it cannot. Too big to fail 
will prevail whether or not it is in
cluded under the deposit insurance 
fund. We will simply turn to the Treas
ury to bail out financial institutions 
that risk the financial stability of the 
United States. 

The concentration of capital that 
will be encouraged by the passage of 
this amendment will lead to far fewer 
financial institutions in the United 
States and the risk of allowing any one 
of those institutions to fail will be im
mense. 

The responsible approach is to simply 
leave deposit insurance alone. If we can 
find a way to minimize exposure by 
eliminating too big to fail, let us do so. 
We simply cannot do it in this legisla
tion, and another approach to reform 
ought to be taken rather than risking 
the money of the taxpayers. Oppose the 
amendment. 

Mr. HUBBARD. Mr. Chairman, I 
yield 1 minute to the gentleman from 
Ohio [Mr. LUKEN]. 

Mr. LUKEN. Mr. Chairman, the mo
tive behind this amendment is the best. 
It is terrific. It is to reduce the expo
sure to the American taxpayer. If we 
believe it is going to do that, then vote 
for it. 

The fact is, it is not going to do that. 
We are going to have a lot of money 
shifting back and forth. And in the end, 
what is going to happen if this amend
ment is adopted is the little guy and 
the medium-sized guy are going to be 
hurt. That is going to be the effect. 

If we are looking for deposit insur
ance reform, we are not going to find it 
in this amendment. The fact is that in 
1995, if anybody believes, whether now 
or in 1995, if one of these large institu
tions goes under that the Federal Gov
ernment is not going to pick up the 
tab, then vote for it. But that is simply 
not going to happen. 
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I think the history of bailouts in this 
country demonstrates that clearly. Op
pose the amendment. 

Mr. HUBBARD. Mr. Chairman, I 
yield 1 minute to the distinguished 
gentleman from Maryland [Mr. 
MCMILLEN]. 

Mr. McMILLEN of Maryland. Mr. 
Chairman, I rise in opposition to the 
amendment. Yes, reform is desperately 
needed in the deposit insurance sys
tem, but this is not the answer. Reduc
ing the insurance is not the answer. 

The problem is in the price of the in
surance. If we reduce the insurance, 
constituents will take their money out 
of the small and medium-sized banks 
and put it into the big centered banks. 
This is not real reform. This is the Tro
jan horse in the name of reform. 

The fact is, unless we deal with the 
price of insurance, the fact is that 
there is a major taxpayer subsidy to 
the bigger banks in this country. We 
will not be dealing with the crux of the 
issue. 

I urge my colleagues to oppose this 
amendment. 

If we want real reform, let us do 
something about the price of the insur
ance. 

Mr. WYLIE. Mr. Chairman, I yield 2 
minutes to the gentleman from Califor
nia [Mr. MCCANDLESS]. 

Mr. McCANDLESS. Mr. Chairman, I 
thank the gentleman for yielding time 
to me. 

Mr. Chairman, Federal deposit insur
ance is important because of the pro
tection it provides. 
It is so important that, if the system 

becomes insolvent, depositors will be 
protected by the full faith and credit of 
the United States. That means the tax
payers. 

Prior to 1933, when a bank became in
solvent, they simply turned out the 
lights and locked the front door. De
positors lost everything. 

Federal deposit insurance was cre
ated to protect depositors and to coax 
them back to banks. 

It was never intended to be invest
ment insurance. 

Today, the system has been expanded 
to the point where a family of four can 
qualify for $1.4 million in deposit insur
ance coverage. That is far in excess of 
what was originally intended. 

To no one's surprise, the banks and 
S&L's have joined with strong opposi
tion to limits on deposit insurance. 

Let's face it. The strongest commer
cial advantage that financial institu
tions have over other forms of invest
ment is Federal deposit insurance and 
the full faith and credit protection pro
vided by the taxpayers. 

Banks and S&L's pay premiums for 
deposit insurance, but they pay noth
ing for full-faith-and-credit coverage. 

They recognize a good deal when 
they see it, and consequently, don't 
want it changed. 

Back in 1986, 1987, and 1988, we all 
heard the arguments of the S&L indus-

try against reforms that would have 
greatly reduced the costs of the bail
out. 

Frankly, we are hearing many of the 
very same arguments today. 

Unless we want to repeat history, we 
must learn from it. 

The current expanded insurance cov
erage helps only a very small percent
age of depositors, but it poses serious 
risks to the deposit insurance funds 
and, ultimately, to the taxpayers. 

We need to reform the system, and to 
protect the taxpayers. 

Limiting deposit insurance to $100,000 
per person per depository institution, 
plus another $100,000 coverage for re
tirement accounts, is a reasonable and 
modest reform. 

Therefore, I urge support for the 
Wylie amendment. 
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Mr. HUBBARD. Mr. Chairman, I 

yield 1 minute to my distinguished col
league, the gentleman from Idaho [Mr. 
LAROCCO]. 

Mr. LAROCCO. Mr. Chairman, what 
goes too far is this amendment. We 
should take into consideration what 
the statistics are here on the accounts 
that are actually affected by this 
amendment. It is fewer than 1 percent 
of the accounts in U.S. banks that are 
affected by this amendment. Those are 
the accounts that are at risk here. At 
the same time it sends the wrong mes
sage. This amendment sends the wrong 
message to the American people. To 
make changes in the deposit insurance 
at this time when banks are shaky is 
the wrong message. It would have a 
negative impact. If there is any time 
we ought to have the status quo, it is 
now when the banks are shaky. 

I do not think people in Idaho should 
pick up the Idaho Daily Statesman and 
see that Congress has rolled back bank 
insurance on their deposits. That is the 
wrong message. This amendment had 
thumbs down in the subcommittee, and 

·in the full Committee on Banking, Fi
nance and Urban Affairs it had thumbs 
down. It has been voted down. I say 
vote against this amendment. 

Mr. HUBBARD. Mr. Chairman, I 
yield 30 seconds to our distinguished 
chairman of the Committee on Bank
ing, Finance and Urban Affairs, the 
gentleman from Texas [Mr. GoNZALEZ], 
for the purpose of a colloquy with the 
gentleman from California [Mr. MAT
SUI]. 

Mr. MATSUI. Mr. Chairman, will the 
gentleman yield? 

Mr. GONZALEZ. I yield to the gen
tleman from California. 

Mr. MATSUI. Mr. Chairman, I thank 
the gentleman for yielding to me. 

I would like to engage the distin
guished chairman of the Banking Com
mittee in a brief colloquy. 

By way of clarification, it is my un
derstanding that it is the intent of this 
provision of H.R. 6 that whether a 
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trustee holds funds, as in IRA or 401(k) 
plans or whether the State or local 
government holds funds as required 
under section 457, that beneficiaries of 
IRA and 401(k) plans would all receive 
Federal deposit insurance. Is that a 
correct statement? 

Mr. GONZALEZ. Yes, that is correct. 
Mr. MATSUI. I thank the gentleman 

for his clarification. 
Mr. HUBBARD. Mr. Chairman, I 

yield 1 minute to my distinguished col
league, the gentleman from Washing
ton [Mr. CHANDLER]. 

Mr. CHANDLER. Mr. Chairman, I 
certainly agree with the objective of 
this amendment. People with multiple 
accounts can move their money around 
and, for themselves, obtain deposit in
surance. But that is also the weakness 
of the amendment. In order to secure 
deposit insurance, depositors will most 
certainly move those funds. It is the 
depository institutions, however, we 
must be concerned about, and I think 
that point has been well made, espe
cially those small communities which 
depend upon small community banks. 

Holders of multiple deposits will 
move their funds out of those small 
community banks to the big city, 
money center banks. That is a risk I 
think we cannot afford to take. Too 
many communities depend on those 
banks. Too many communities depend 
upon that kind of deposit. 

I think we need reform. I think we 
need to reduce our exposure as a gov
ernment, but this is not the way to do 
it. I urge Members to defeat this 
amendment. 

Mr. HUBBARD. Mr. Chairman, I 
yield 1 minute to my distinguished col
league, the gentleman from Alabama 
[Mr. ERDREICH]. 

Mr. ERDREICH. Mr. Chairman, I 
thank the gentleman for yielding time 
to me. I rise in opposition to the 
amendment. Mr. Chairman, I think we 
are losing sight in this debate of the 
things already in the bill that reform 
deposit insurance. We put new require
ments for passthrough insurance, we 
banned coverage for accounts in of~ 
shore· branches, we mandated risk
based premiums, which is very impor
tant to reduce the risk to the fund. 
This amendment I do not believe is 
really reform, Mr. Chairman. Individ
uals then just shift accounts from one 
bank to a multiple number of banks. 

I urge defeat of this amendment. 
Mr. WYLIE. Mr. Chairman, I yield 1 

minute to the gentleman from Wiscon
sin [Mr. KLECZKA]. 

Mr. KLECZKA. Mr. Chairman, I 
thank the gentleman from Ohio for 
yielding time to me. 

Mr. Chairman, there is a lot of misin
formation going on around here. Some 
of the proponents indicate they do not 
want us to touch the deposit limits, 
that they do not want us to roll any
thing back. The amendment does none 
of those things. Basically, what it does 

is spread the risk so the millionaire 
has to go to five different institutions 
instead of having his $1 million insured 
at one institution, which was never the 
case, never the premise for deposit in
surance. 

As the gentleman from Ohio indi
cated, it was to protect that small 
saver, and now a family of four can 
have up to $1.4 million in one institu
tion totally insured by the taxpayer. 
That is wrong. 

The situation, my friends, is in ex
cess of $3 trillion in all the banks that 
is insured, with zero in the deposit in
surance system. Seventy-nine percent 
of all the households in this country 
have less than $25,000 on deposit. Only 
6 percent have in excess of $100,000 on 
deposit. Who, my friends, are we pro
tecting here? Clearly not the taxpayer. 
It is the wealthy and the banks. Mr. 
Chairman, I ask that the Members sup
port the Wylie-Gonzalez amendment. 

Mr. HUBBARD. Mr. Chairman, I 
yield 11/2 minutes to our distinguished 
colleague, the gentleman from Califor
nia [Mr. CAMPBELL]. 

Mr. CAMPBELL of California. Mr. 
Chairman, a good reform must be good 
in substance and it must be offered at 
a good time. I am very concerned about 
the time. Right now consumer con
fidence in the U.S. economy is at a 
very serious low. Right now depositors 
are not sure whether it is safe to keep 
money in accounts or not. I wish the 
economy were vibrant and upward 
trending. I cannot tell the Members 
that it is. 

The proposal we have before us today 
would cause depositors to wonder, be
cause the Federal Government would 
be messing with deposit insurance. It 
would not be that everyone would un
derstand the sophisticated nuances. 
They would understand that the Fed
eral Government was lessening the cov
erage deposit insurance used to pro
vide. 

I cannot accept that. Whatever the 
inherent logic of the proposal might be, 
this is not the time to do that. We run 
the risk of stampeding depositors and 
so collapsing a precarious situation. 

One last point. If we did wish reform, 
the danger of this reform is that it is 
only symbolic. It does not demon
strably lower coverage. It only lowers 
coverage for those who are wealthy 
enough to have more than one $100,000 
account, and who are not smart enough 
to place them in different banks. 

To protect everyone else and uncover 
those, to send a signal of uncertainty 
at this time, are steps I cannot take. 

Mr. WYLIE. Mr. Chairman, I yield 
such time as he may consume to the 
gentleman from North Carolina [Mr. 
VALENTINE]. 

Mr. VALENTINE. Mr. Chairman, I 
rise in support of the amendment. 

Mr. Chairman, most Members realize that it 
was a mistake to have ever increased the 
FDIC insurance fund to limit to $1 00,000 per 

account. It was a mistake to have created a 
situation whereby the use of only limited 
imagination a family of four could create ac
counts in a single bank having a total value of 
up to $1.4 million with American taxpayers in
suring every dime. 

Mr. Chairman, I know that such a result was 
not intended and you know it. We have to 
muster the courage to change this and we 
have to do it now. 

The banking industry says that limiting FDIC 
insurance to covering only one account, per 
person, per institution will result in a shuffling 
of deposits and accounts. Maybe so. 

The banking industry says that the public 
will panic and their funds will flow out of 
banks. We hope that this will not occur, but 
these risks must be run. 

This bill will not have addressed the great
est problem if we in this Congress do not do 
something to limit taxpayers liability to the 
banking industry. 

Some say not now. I ask, if not now-when. 
Tomorrow? Tomorrow, the task will certainly 
be far more difficult. 

Mr. WYLIE. Mr. Chairman, I yield 
such time as he may consume to the 
gentleman from Delaware [Mr. CAR
PER]. 

Mr. CARPER. Mr. Chairman, I rise in 
support of the amendment. 

H.R.6 
Over 50 years ago when the FDIC was cre

ated, depositors were entitled to $2,500 of de
posit insurance. President Franklin Delano 
Roosevelt opposed even this modest level of 
coverage, apparently because he feared that 
the extent of coverage would grow well be
yond that level. 

He was right. Today, a family of four can 
amass $1.4 million of deposit insurance cov
erage at a single institution. Deposits at 
money center banks and at large regional 
banks are fully insured-you all intents and 
purposes-because those institutions are 
deemed too big to fail. 

As a result, there is little evidence of market 
discipline. Depositors need not concern them
selves greatly with the safety and soundness 
of the institution in which they deposit their 
funds. A perverse incentive exists for deposi
tors to place their funds in multiple accounts in 
the riskiest, most likely to fail institutions 
where those deposits will earn the greatest re
turn. If the institution fails, the FDIC, and ulti
mately the taxpayers, guarantees that deposi
tors will be made whole whether they have $1 
or $1 million on deposit. 

The amendment before us today is, I be
lieve, the same amendment I offered at full 
Banking Committee markup. It attempts to en
sure that on January 1, 1995, two things hap
pen to inject a measure of market discipline. 
First, no bank will be deemed too big to fail. 
And, second, families of four will not be able 
to garner $1.4 million of deposit insurance in 
a single institution. This amendment should be 
adopted. 

Mr. WYLIE. Mr. Chairman, I yield 
my remaining 30 seconds to the gen
tleman from Illinois [Mr. DURBIN]. 

Mr. DURBIN. Mr. Chairman, I rise in 
strong support of the Wylie-Gonzalez 
amendment. 

As we listen to the debate one must 
wonder if Congress learned anything 
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from the savings and loan bailout. 
America's taxpayers are holding the 
bag for hundreds of billions of dollars 
because of our Federal insurance. 

D 1640 
The modest amendment being offered 

by the gentleman from Ohio and the 
gentleman from Texas says that we are 
going to say to the richest Americans, 
"I am sorry, we have to draw the line: 
$200,000 is all we will protect." 

For 99 percent of American savers 
and families, this amendment will not 
touch them. If there is going to be any 
panic over headlines concerning our ac
tion today, it will only be in Donald 
Trump's household. 

Mr. WYLIE. Mr. Chairman, I yield 
such time as he may consume to the 
gentleman from California [Mr. 
DREIER]. 

Mr. DREIER of California. Mr. Chair
man, I rise in strong support of the 
Wylie-Gonzales amendment in the 
name of the consumer. By consumer I 
mean small depositor. 

It was the small depositor who was 
intended to be protected, not those who 
can deposit hundreds and hundreds of 
thousands of dollars. 

All I want to see is recognition of the 
original intent of deposit insurance. 
This amendment will probably fail, but 
it's the one way for us to demonstrate 
the need for deposit insurance reform. 

Under the Wylie amendment, cov
erage would be limited to $100,000 per 
person per bank, with an additional 
$100,000 in coverage for retirement ac
counts. Over 94 percent of all deposits 
would be protected under this proposal. 

Mr. Chairman, the Wylie amendment 
is an important element in our efforts 
to reform the deposit insurance sys
tem. At a time when the taxpayers are 
being asked to pay over $325 billion to 
clean up the savings and loans mess, 
and to lend $75 billion to the bank in
surance fund, they should not be held 
liable, through deposit insurance, for 
the 6 percent of wealthier depositors 
whose accounts exceed $100,000. 

The Wylie amendment will restore 
some market discipline to the banking 
industry by denying troubled banks 
easy access to guaranteed funds. In
stead, these institutions will need to 
improve their management and in
crease their capital base to attract de
posits. 

The expansion of deposit insurance to 
cover virtually all deposits has contrib
uted to the enormous liability that the 
taxpayers must assume when financial 
institutions fail. If my colleagues are 
serious about reducing that liability, 
then support for the Wylie amendment 
is a step in the right direction. 

Mr. HUBBARD. Mr. Chairman, I 
yield myself such time as I may 
consume. 

Mr. Chairman, two speakers just in 
the last few minutes have said that 
this amendmdnt is needed to protect us 

from the big, weal thy banks, the big 
banks in this country, the rich people, 
as the gentleman from illinois [Mr. 
DURBIN] said, and one more time: the 
headlines last Friday across the Na
tion, "House Votes To Curb Bank Ex
pansions.'' 

If this amendment passes this after
noon, the headlines tomorrow will be, 
"House Cuts Bank Deposit Insurance." 

Consumers and depositors all across 
this Nation would want us, as Con
gressmen today, to vote no on this 
amendment. Among those supporting 
our side in opposition to this are the 
American Association of Retired Per
sons, the American Federation of Inde
pendent Business, the National Farm
ers' Union, the National Farmers' Or
ganization. 

There are three reasons why banks 
fail, and that is certainly not because 
of multiple deposit insurance accounts: 
bad loans, bad investments, loans to 
Third World countries, corporate take
overs. No one has ever suggested that 
any bank in the Nation has ever failed 
because of multiple deposit insurance. 

I urge my colleagues to vote "no". 
The CHAIRMAN. All time has ex

pired. 
The question is on the amendments 

en bloc offered by the gentleman from 
Ohio [Mr. WYLIE]. 

The question was taken; and the 
Chairman announced that the noes ap
peared to have it. 

RECORDED VOTE 

Mr. WYLIE. Mr. Chairman, I demand 
a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were-ayes 153, noes 264, 
answered "present" 2, not voting 14, as 
follows: 

Abercrombie 
Armey 
Atkins 
AuCoin 
Ballenger 
Beilenson 
Bennett 
Bentley 
Bliley 
Bonier 
Boxer 
Cardin 
Carper 
Clay 
Clinger 
Coleman (TX) 
Collins (IL) 
Conyers 
Cox (CA) 
Coyne 
Crane 
DeFazio 
DeLay 
Dellums 
Derrick 
Dickinson 
Donnelly 
Downey 
Dreier 
Durbin 
Dymally 
Early 
Edwards (CA) 
Engel 

[Roll No. 372) 
AYES-153 

Evans 
Fascell 
Fa well 
Foglietta 
Ford (MI) 
Frank (MA) 
Franks (CT) 
Gallo 
Gejdenson 
Gekas 
Gepha.rdt 
Gingrich 
Gonzalez 
Goodling 
Gradison 
Guarini 
Hayes (IL) 
Hefley 
Herger 
Hochbrueckner 
Houghton 
Hoyer 
Hughes 
Hunter 
Jenkins 
Johnson (CT) 
Johnson (TX) 
Kanjorski 
Kaptur 
Kasich 
Kildee 
Kleczka 
Kolbe 
Leach 

Lehman (CA) 
Lehman (FL) 
Lent 
Lipinski 
Livingston 
Lowery (CA) 
Markey 
Martin 
Matsui 
Mavroules 
McCandless 
McCloskey 
McCollum 
McDermott 
McGrath 
McNulty 
Meyers 
Mfume 
Miller (OH) 
Miller (WA) 
Mineta 
Mink 
Moakley 
Molinari 
Morella 
Murphy 
Nowak 
Olin 
Olver 
Owens (NY) 
Oxley 
Packard 
Payne (NJ) 
Payne (VA) 

Pease 
Penny 
Petri 
Price 
Rangel 
Reed 
Rhodes 
Ritter 
Rohrabacher 
Roybal 
Russo 
Sabo 
Santo rum 
Savage 
Scheuer 
Schroeder 
Schulze 

Ackerman 
Alexander 
Allard 
Anderson 
Andrews (ME) 
Andrews (NJ) 
Andrews (TX) 
Annunzio 
Anthony 
Applegate 
Archer 
As pin 
Bacchus 
Baker 
Barnard 
Barrett 
Barton 
Bateman 
Bereuter 
Berman 
Bevill 
Bilbray 
Bilirakis 
Boehlert 
Boehner 
Borski 
Boucher 
Brewster 
Broomfield 
Browder 
Brown 
Bruce 
Bunning 
Burton 
Bustamante 
Byron 
Callahan 
Camp 
Campbell (CA) 
Carr 
Chandler 
Clement 
Coble 
Coleman (MO) 
Collins (MI) 
Combest 
Condit 
Costello 
Coughlin 
Cox (IL) 
Cramer 
Cunningham 
Darden 
Davis 
de la Garza 
DeLaura 
Dicks 
Ding ell 
Dooley 
Doolittle 
Dorgan (ND) 
Dornan(CA) 
Duncan 
Eckart 
Edwards (OK) 
Edwards (TX) 
Emerson 
English 
Erdreich 
Espy 
Ewing 
Fazio 
Feighan 
Fields 
Fish 
Flake 

Schumer 
Bensen brenner 
Shays 
Shuster 
Sikorski 
Skaggs 
Slattery 
Smith(FL) 
Solomon 
Staggers 
Stark 
Stearns 
Stokes 
Studds 
Torres 
Torricelll 
Towns 

NOES-264 
Frost 
Gallegly 
Gaydos 
Geren 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Glickman 
Gordon 
Goss 
Grandy 
Gunderson 
Hall (OH) 
Hall (TX) 
Hamilton 
Hammerschmidt 
Hancock 
Hansen 
Harris 
Hastert 
Hatcher 
Hayes (LA) 
Hefner 
Henry 
Hertel 
Hoagland 
Hobson 
Holloway 
Horn 
Horton 
Hubbard 
Huckaby 
Hutto 
Hyde 
Inhofe 
Ireland 
Jacobs 
James 
Jefferson 
Johnson (SD) 
Johnston 
Jones (GA) 
Jones (NC) 
Jontz 
Kennedy 
Kennelly 
Klug 
Kolter 
Kopetski 
Kostma.yer 
Kyl 
LaFalce 
Lagomarsino 
Lancaster 
Lantos 
LaRocco 
Laughlin 
Levin (Ml) 
Levine (CA) 
Lewis(CA) 
Lewis(FL) 
Lewis(GA) 
Lightfoot 
Lloyd 
Long 
Lowey(NY) 
Luken 
Machtley 
Manton 
Marlenee 
Martinez 
Ma.zzoli 
McCrary 
McCurdy 
McDade 

29927 
Trafioant 
Traxler 
Unsoeld 
Valentine 
Vento 
Visclosky 
Walsh 
Washington 
Waters 
Waxman 
Weiss 
Weldon 
Wolf 
Wolpe 
Wylie 
Yates 
Zimmer 

McHugh 
McMillan (NC) 
McMillen (MD) 
Miller (CA) 
Mollohan 
Montgomery 
Moody 
Moorhead 
Moran 
Morrison 
Murtha 
Myers 
Nagle 
Natcher 
Neal (MA) 
Neal (NC) 
Nichols 
Nussle 
Oa.kar 
Oberstar 
Obey 
Ortiz 
Orton 
Owens (UT) 
Pallone 
Panetta 
Parker 
Pastor 
Patterson 
Paxon 
Pelosi 
Perkins 
Peterson (FL) 
Peterson (MN) 
Pickett 
Pickle 
Por.ter 
Po shard 
Pursell 
Quillen 
Rahall 
Ramstad 
Ravenel 
Ray 
Regula 
Richardson 
Ridge 
Riggs 
Rinaldo 
Roberts 
Roe 
Roemer 
Rogers 
Ros-Lehtinen 
Rose 
Rostenkowski 
Roth 
Roukema 
Rowland 
Sanders 
Sangmeister 
Sarpa.lius 
Sawyer 
Saxton 
Schaefer 
Schiff 
Serrano 
Sharp 
Shaw 
Sisisky 
Skeen 
Skelton 
Slaughter (NY) 
Smith(IA) 
Sm1th(NJ) 
Smith(OR) 
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Smith(TX) 
Snowe 
SolArz 
Spence 
Spratt 
Stallings 
Stenholm 
Stump 
Sundquist 
Swett 
Swift 
Synar 

Tallon 
Tanner 
Tauzin 
Taylor (MS) 
Taylor (NC) 
Thomas(GA) 
Thomas(WY) 
Thornton 
Upton 
Vander Jagt 
Volkmer 
Vucanovich 

Walker 
Weber 
Wheat 
Whitten 
Williams 
Wilson 
Wise 
Wyden 
Yatron 
Young(AK) 
Young (FL) 
Zeliff 

Brooks 
ANSWERED "PRESENT"-2 

Cooper 

Bryant 
Campbell (CO) 
Chapman 
Dannemeyer 
Dixon 

NOT VOTING-14 
Dwyer 
Ford (TN) 
Green 
Hopkins 
McEwen 

0 1701 

Michel 
Mrazek 
Slaughter (VA) 
Thomas (CA) 

Messrs. WHEAT, INHOFE, and 
McDADE changed their vote from 
"aye" to "no." 

Mrs. BOXER, Mrs. UNSOELD, Mr. 
EVANS, Ms. KAPTUR, Mrs. COLLINS 
of Illinois, and Mr. HAYES of Illinois 
changed their vote from "no" to "aye." 

So the amendments en bloc were re
jected. 

The result of the vote was announced 
as above recorded. 

The CHAIRMAN. It is now in order to 
consider amendment No. 14 printed in 
House Report 102-281. 

AMENDMENT OFFERED BY MR. DORGAN OF 
NORTH DAKOTA 

Mr. DORGAN of North Dakota. Mr. 
Chairman, I offer an amendment. 

The CHAIRMAN. The Clerk will des
ignate the amendment. 

The text of the amendment is as fol
lows: 

Amendment offered by Mr. DORGAN of 
North Dakota: Page 452, after line 9, insert 
the following new section (and conform the 
table of contents accordingly): 
SEC. 508. PROHffiiTION AGAINST HIGHLY LEVER

AGED FINANCING. 
The Federal Deposit Insurance Act is 

amended by inserting after section 41 (as 
added by section 512 of this Act) the follow
ing: 
SEC. 42. PROHffiiTION AGAINST HIGHLY LEVER

AGED FINANCING. 
" (a) PROHIBITION.-No insured depository 

institution and no affiliate of any insured de
pository institution may make any loan, ex
tend any credit, or make any investment in 
connection with any highly leveraged financ
ing transaction. 

"(b) HIGHLY LEVERAGED FINANCING TRANS
ACTION DEFINED.-

"(1) IN GENERAL.- For purposes of this sec
tion, the term 'highly leveraged financing 
transaction' means any transaction-

"(A) which involves the buyout, acquisi
tion, or recapitalization of any business; and 

"(B) which 
"(i) results in the business having a liabil

ities to assets ratio exceeding 0.75; 
"(ii) increases the liabilities of the busi

ness by at least 100 percent, and results in 
the business having a liabilities to assets 
ratio exceeding 0.50; or 

"(iii) has been designated by an appro
priate Federal banking agency as a highly le
veraged financing transaction. 

"(2) DE MINIMUS EXCEPTION.-For purposes 
of this section, the term 'highly leveraged fi-

nancing transaction' does not include any 
transaction involving loans and investments 
not exceeding $20,000,000 in the aggregate.". 

The CHAIRMAN. Under the rule, the 
gentleman from North Dakota [Mr. 
DORGAN] will be recognized for 5 min
utes, and a Member opposed will be rec
ognized for 5 minutes. 

The Chair recognizes the gentleman 
from North Dakota [Mr. DORGAN]. 

Mr. DORGAN of North Dakota. Mr. 
Chairman, I yield myself such time as 
I may consume. 

Mr. Chairman, 2 years ago a fellow 
came to my office who was trying to 
buy one of the bigger corporations in 
America in an LBO. He said to me this 
is not going to involve junk bonds. He 
was actually going to buy this com
pany, load it with several billion dol
lars in debt, but he said it is not going 
to involve junk bonds. That made it all 
right, I guess. 

I said I know, I understand it is not 
going to be junk bonds, it is syndicated 
fee-driven junk debt. It had gotten syn
dicated bank debt called highly lever
aged transactions, and he bought the 
company, loaded it with debt. The 
banks were left with the HLT's. And, 
incidentally, now that debt is selling at 
about 80 cents on the dollar. 

The point of the amendment I offer 
today with my colleagues, the gen
tleman from Wisconsin [Mr. OBEY] and 
the gentleman from Minnesota [Mr. 
PENNY], is an amendment that says 
that we do not believe highly leveraged 
transactions for the purpose of hostile 
takeovers and leveraged buyouts and 
that kind of activity ought to be done 
by the banks in this country with in
sured deposits. 

We believe banks and their insured 
deposits and their affiliates ought not 
be involved in that kind of risk lend
ing. 

Why should we be recapitalizing, 
pouring public money in the front end 
but do nothing on the back end to stop 
that kind of speculation? 

We went through a decade, the dec
ade of the 1980's, that was a decade, un
fortunately, of greed a.nd excess and le
verage and debt. And that was partly 
aided by the big banks. 

Some $100 billion of HLT's exist in 
the portfolios of the big banks in this 
country. The 25 largest banks have $65 
billion of these HLT's. And interest
ingly enough, several of them have 
highly leveraged transactions that ex
ceed all of their capital. 

My amendment asks this House 
whether we ought to continue to guar
antee the deposits, the insured deposits 
of these institutions, while they make 
these kinds of risky loans called HLT's 
for the purpose of hostile takeovers 
and acquisitions? 

The answer ought to be "no." 
The core-bank proposal went down. 

This is the last stop on the station. If 
you want to decide that, as we recapi
talize, we ought to stop this kind of 

nonsense vote for this amendment. A 
thousand banks have failed, hundreds 
more are on the brink of failure and a 
couple of thousand have had their cap
ital eroded because of this kind of ac
tivity. 

A recent report in the last week said 
this about banks: 

They are in trouble because of a series of 
ill-fated decisions in the last decade to lend 
money to Third World countries, to cor
porate takeover artists and to real estate de
velopers who ended up not being able to pay. 

This amendment takes one of those 
provisions, that is, the HLT lending, 
the highly risky lending, of insured de
posits for hostile takeover artists and 
says, "We want it to stop." If that goes 
on, it ought to go on with other money 
that is not going to be ultimately in
sured by the Federal Government. 

Mr. Chairman, I yield such time as he 
may consume to the gentleman from 
Wisconsin [Mr. OBEY]. 

Mr. OBEY. I thank the gentleman for 
yielding. 

Mr. Chairman, this amendment sim
ply says the taxpayer-insured funds 
ought to be financing investments that 
will help the economy grow, not those 
that will create mountains of corporate 
debt so that big business can buy up 
and chew up and spit out small firms 
and the jobs that go with them. 

Banks ought to be banks; they ought 
not to be casinos. 

This amendment has a small-business 
exemption which is important. 

I hope that the House will support 
the amendment. I congratulate the 
gentleman for offering it. 

Mr. DORGAN of North Dakota. I 
thank the gentleman from Wisconsin 
[Mr. OBEY]. 

Mr. Chairman, I might say this 
amendment has a $20 million exemp
tion, a de minimis exemption. 

So with respect to those small- and 
medium-size firms, they are not in
volved in this. We are not catching 
them in the net. 

We are talking about the $500 mil
lion, the $200 million, the $1 billion 
debt instruments that I think are far 
too risky for us to continue to allow 
insured deposits to have to back them. 

Mr. Chairman, I yield 1 minute to the 
gentleman from Minnesota [Mr. 
PENNY], a coauthor of this amendment. 

Mr. PENNY. I thank the gentleman 
for yielding. 

Mr. Chairman, because of my strong 
interest in this issue, I asked the Gen
eral Accounting Office to undertake a 
study of hostile takeovers and lever
aged buyouts. I was joined in that re
quest by 51 other Members of Congress. 

Let me read to you from page 2 of the 
executive summary on that study, in 
which it indicates: 

In the LBOs we studied, the purchasers 
bought out the target companies equity 
holders with money from loans and bond is
sues. In Phillips' recapitalization, the com
pany exchanged debt securities for nearly 
half of its outstanding common stock in 
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order to avoid an LBO. For all the cases we 
studied, the equity holders, through selling 
or exchanging the common stock, earned 
premiums ranging from about 36 percent to 
about 119 percent. The surviving companies' 
capital structures shifted so that debt be
came the primary source of funding, and 
debt reduction became one of the companies' 
highest priorities. The companies employed 
such strategies as asset sales, cost savings 
programs, employee layoffs, and spending re
strictions to help pay off debt. Phillips and 
Safeway are currently operating profitably, 
but the remaining companies have declared 
bankruptcy and are now operating under 
bankruptcy court protection. 

Mr. Chairman, these are not the 
kinds of investments we ought to make 
with federally insured deposits. For 
that reason I urge support of the Dor
gan amendment. 

Mr. WYLIE. Mr. Chairman, I rise in 
opposition to the amendment. 

The CHAIRMAN. The gentleman 
from Ohio [Mr. WYLIE] is recognized for 
5 minutes. 

Mr. WYLIE. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, I urge a "no" vote on 
this amendment. I believe it is pre
mature at best. We have had no hear
ings on it in the Committee on Bank
ing, Finance and Urban Affairs. Cur
rently the banking regulators, acting 
jointly, have issued circulars, and we 
are in the middle of a comment period 
on this particular issue. I believe, as I 
said, it is premature. 

This amendment would prohibit af
filiates of depository institutions from 
engaging in highly leveraged trans
actions. 

D 1710 
Mr. Chairman, the amendment, as de

fined, would prohibit any bank merger. 
The amendment prohibits any deposi
tory institution from engaging in a 
transaction that results in a business 
having a liability-to-asset ratio exceed
ing 75 percent. As no bank in this coun
try has capital in excess of 25 percent, 
no bank could ever merge under this 
amendment. I do not think that is 
what the author intended, but that 
would be the effect of the amendment. 
If an affiliate of a bank, which is sepa
rately capitalized and subject to nu
merous fire walls, is also prohibited 
from providing financing for such ac
tivities, then I think the amendment 
goes too far again. 

As I have said, we have held no hear
ings on it. We really do not know the 
seriousness of the impact it might 
have, and I would urge a no vote until 
we could have an opportunity to see 
what the regulators come up with and 
what their comment period results in. 

Mr. BARNARD. Mr. Chairman, will 
the gentleman yield? 

Mr. WYLIE. I yield to the gentleman 
from Georgia. 

Mr. BARNARD. Mr. Chairman and 
Members, the hour is getting late. We 
are all tired. We are trying to consider 
things on which at this point in time, 

as the gentleman from Ohio [Mr. 
WYLIE] said, there have been no hear
ings. We do not know what the impact 
of this amendment is. 

The gentleman from Ohio [Mr. 
WYLIE] has already explained one im
pact, as far as banks being able to 
merge under this amendment. We can
not stereotype this type of lending, be
lieve me. We cannot say that all lever
aged buyouts are bad and wrong. 

Today the cable television industry, 
one of the most profitable industries in 
America today because it is growing, is 
operating on less leverage than it 
should have probably. Under this 
amendment they would have to nearly 
go out of business. Cable television 
companies would not be able to grow 
and expand. 

So, I would say this is a much more 
serious amendment than it would ap
pear to be, and then, too, let me talk 
about the regulators. 

The regulators today have the power 
to regulate this type of transaction, 
and they are doing it all over the coun
try. We get complaints from New Eng
land and other places, "Well, there's a 
credit crunch. The regulators are too 
hard on us." The regulators today are 
very sensitive to just this type of 
transaction, and they are regulating it. 

Mr. Chairman and Members, this is 
no time to micromanage the banking 
business, or else we are going to be 
spending all our time and energies in 
the House trying to tell banks what to 
do and what not to do. We have legiti
mate and eligible regulators to do this 
job. If they cannot do it, then let us 
come back and do it, but I must say 
this is a flawed amendment, and it de
serves to be defeated. 

Mr. WYLIE. Mr. Chairman, I think 
this outright prohibition on the deposi
tory institution and a]J. of its affiliates 
is unnecessary, and I urge a no vote. 

Mr. Chairman, I yield back the bal
ance of my time. 

The CHAIRMAN. The question is on 
the amendment offered by the gen
tleman from North Dakota [Mr. DOR
GAN]. 

The amendment was agreed to. 
The CHAIRMAN. It is now in order to 

consider amendment No. 15 printed in 
House Report 102-281. 

AMENDMENT OFFERED BY MR. NEAL OF 
MASSACHUSETTS 

Mr. NEAL of Massachusetts. Mr. 
Chairman, I offer an amendment. 

The CHAIRMAN. The Clerk will des
ignate the amendment. 

The text of the amendment is as fol
lows: 

Amendment offered by Mr. NEAL of Massa
chusetts: Page 49, after line 9, insert the fol
lowing new section (and conform the table of 
contents accordingly): 
SEC. 123. REPORTS OF FINANCIAL CONDITION BY 

LARGE INSTITUTIONS ENGAGED IN 
INTERSTATE BANKING. 

Section 7(a) of the Federal Deposit Insur
ance Act (12 U.S.C. 1817(a)) is amended by 
adding at the end the following new para
graph: 

"(10) CONDITION REPORTS BY LARGE INSURED 
INSTITUTIONS ENGAGED IN INTERSTATE BANK
ING.-

"(A) COVERED INSTITUTIONS.-For purposes 
of this paragraph-

"(!) INTERSTATE BRANCHING INSTITUTION.
The term 'covered interstate branching in
stitution' means an insured depository insti
tution that has total assets of $1,000,000,000 
or more, as of its most recent fiscal year, 
and maintains branches in more than one 
State. 

"(ii) INTERSTATE SUBSIDIARY INSTITUTION.
The term 'covered interstate subsidiary in
stitution' means an insured depository insti
tution that has total assets of $500,000,000 or 
more, as of its most recent full fiscal year, 
and it is a subsidiary of a holding company 
that controls insured institution subsidiaries 
in more than one State and has consolidated 
assets of $1,000,000,000 or more, as of the hold
ing company's most recent full fiscal year. 

"(iii) DUAL COVERAGE.-An insured deposi
tory institution that satisfies the criteria of 
both clauses (i) and (ii) of this subparagraph 
shall be deemed to be a covered interstate 
branching institution. 

"(B) INTERSTATE BRANCHES: QUARTERLY 
LOAN DATA.-A covered interstate branching 
institution shall include in each quarterly 
report of financial condition required by this 
subsection the following loan categories, 
listed separately for each State within which 
it maintains one or more branches-

"(i) LOAN DATA ITEMS.-(!) The aggregate 
dollar amount of the institution's outstand
ing in-State loans in regard to such State, 
(II) the interest and fee income earned on 
such loans, (ill) the dollar amount of such 
loans with nonaccrual status, and (IV) the 
net charge-offs for such loans. 

"(ii) LOAN CATEGORIES.-(!) Construction 
loans, (II) commercial mortgage loans, (ill) 
residential mortgage loans, (IV) farmland 
mortgage loans, (V) agricultural production 
loans, and (VII) consumer loans. 

"(C) DEFINITION OF IN-STATE LOANS.-For 
purposes of subparagraph (B) the term 'in
State loan' means a loan that is made to a 
business entity that is engaged in business in 
the State, an agricultural loan to an entity 
in the State, a loan that is secured with 
property located in the State, and a loan 
made to an individual who is a resident of 
the State. 

"(D) INTERSTATE BRANCHES: QUARTERLY DE
POSIT DATA.-A covered interstate branching 
institution shall also include in each quar
terly report of financial condition required 
by this subsection the following deposit data 
items for each of the following deposit cat
egories, listed separately for each State 
within which it maintains one or more 
branches-

"(i) DEPOSIT DATA ITEMS.-(!) The aggre
gate dollar amount of deposit balances at the 
institution's branch offices located within 
each State, and (II) the interest paid on such 
deposit balances. 

"(ii) DEPOSIT CATEGORIES.-(!) Demand de
posits (deposit balance data only), (II) inter
est-bearing transaction accounts, (ill) sav
ings deposits, (IV) time deposits under 
$100,000, (V) time deposits of $100,00 or more, 
and (VI) State and local government deposits 
(deposit balance data only). 

"(E) INTERSTATE BRANCHES: OTHER QUAR
TERLY DATA.-A covered interstate branching 
institution shall include in its report of fi
nancial condition required by this subsection 
the following financial data, listed sepa
rately for each State within which it main
tains one or more branches-

"(!) the aggregate dollar amount the insti
tution's real estate owned in each State not 
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including property owned by the institution 
for banking operations; and 

"(11) the institution's income from service 
charges on deposit accounts at the institu
tion's branch institution. 

"(F) INTERSTATE BRANCHES AND INTERSTATE 
SUBSIDIARIES: ANNUAL LOAN DATA.-A covered 
interstate subsidiary institution shall in
clude in its report of financial condition re
quired by this subsection for the fourth quar
ter of each calendar year the following infor
mation for its home State and a covered 
interstate branching institution shall in
clude in its report of financial condition re
quired by this subsection for the fourth quar
ter of each calendar year the following infor
mation listed separately for each State with
in which it maintains one or more 
branches-

"(1) SMALL BUSINESS LOANS.-The institu
tion's total number and aggregate dollar 
amount of commercial loans and commercial 
mortgage loans outstanding to small busi
nesses whose principal place of business is lo
cated within such State; itemized separately 
for-

"(!) commercial loans; and 
"(II) commercial mortgage loans; and fur

ther itemized separately for-
"(!) small businesses with annual sales of 

$250,000 or less, and 
"(II) small businesses with annual sales of 

more than $250,000. 
"(ii) SMALL FARM LOANS.-The institution's 

total number and aggregate dollar amount of 
agricultural production loans and farmland 
mortgage loans outstanding to small farms 
whose principal place of business is located 
with such State; itemized separately for 

"(!) agricultural production loans; and 
"(II) farmland mortgage loans. 
"(G) SMALL BUSINESS LOANS BY METROPOLI

TAN AREA.-The small business loans re
quired by subparagraph (F)(i) shall be fur
ther itemized (according to the principal 
place of business of the small business bor
rowers) separately for-

"(i) each metropolitan area of the State, 
"(ii) the low and moderate income portion 

of each such metropolitan area, and 
"(iii) the minority portion (if any) of each 

such metropolitan area. 
"(H) AUTHORITY TO REQUIRE ADDITIONAL IN

FORMATION.-The Federal banking agencies 
may require insured depository institutions 
to report additional information beyond the 
requirements of this paragraph for the pur
poses of monitoring the insured condition of 
the depository institutions engaged in inter
state branching and monitoring the volume 
of credit provided at the State and local 
community level by institutions engaged in 
interstate banking through either separate 
insured institution subsidiaries or interstate 
branching, and for implementing Federal 
anti trust laws. 

"(!) ADJUSTMENT OF LOAN CATEGORIES.
The Federal banking agencies may adjust 
the loan category definitions prescribed by 
this paragraph to reflect changes in loan cat
egory definitions or classifications generally 
employed in the reports of financial condi
tion required by this subsection, except any 
such adjustments must be consistent with 
the purposes of this paragraph. 

"(J) DEFINITIONS.-For purposes of this 
paragraph-

"(!) the term 'small business means an en
terprise with annual sales of $20,000,000 or 
less; 

"(11) the term 'small farm' means a farm 
business with annual sales of $500,000 or less; 

"(iii) the term 'commercial loan' means a 
loan that is reportable as a commercial and 
industrial loan; 

"(lv) the term 'agricultural production 
loan' means a loan that is reportable as a 
loan to finance agricultural production and 
other loans to farmers; 

"(v) the term 'farmland mortgage loan' 
means a loan that is reportable as a real es
tate loan secured by farmland; 

"(vi) the term 'metropolitan area' means a 
primary metropolitan statistical area, or 
consolidated metropolitan area, or consoli
dated metropolitan statistical area, as de
fined by the Secretary of Commerce; 

"(vii) the term 'commercial mortgage 
loan' means a loan that is reportable as a 
real estate loan secured by nonfarm residen
tial properties; 

"(viii) the term 'construction loan' means 
a loan that is reportable as a real estate loan 
secured by construction and land develop
ment; 

"(ix) the term 'consumer loan' means a 
loan that is reportable as a loan to individ
uals for household, family, and other per
sonal purposes; 

"(x) the term 'non-metropolitan portion' 
means the portion of a State that lies out
side the metropolitan areas; 

"(xi) the term 'low and moderate income 
area' means census tracts, as defined by the 
Secretary of Commerce, whose median fam
ily income is less than or equal to 80 percent 
of the median family income of the metro 
area in which they are located; 

"(xii) the term 'minority area' means all 
census tracts as defined by the Secretary of 
Commerce in which minority persons com
promise 75 percent or more of the resident 
population; 

"(xiii) the term 'home State' means with 
respect to an insured depository institution 
that is a subsidiary of a holding company, 
the State in which the insured institution's 
deposit balances are principally located; and 

"(xiv) the term 'reportable' refers to the 
reporting classifications employed in the re
ports of financial condition submitted pursu
ant to this subsection.". 

The CHAIRMAN. Under the rule, 'the 
gentleman fr<:>m Massachusetts [Mr. 
NEAL] will be recognized for 5 minutes, 
and a Member opposed will 'be recog
nized for 5 minutes. 

Mr. WYLIE. Mr. Chairman, I rise in 
opposition to the amendment of the 
gentleman ftlom Massachusetts. 

The CHAIRMAN. -The gentleman 
from Ohio [Mr. WYLIE] will be recog
nized for 5 minutes. 

The Chair recognizes the gentleman 
from Massachusetts [Mr. NEAL]. 

Mr. NEAL of Massachusetts. Mr. 
Chairman, the amendment I introduce 
deals with two basic issues: safety and 
soundness, and credit access. 

Mr. Chairman, all of us in this Cham
ber who have returned home during the 
past few weekends have been besieged 
by complaints about the credit crunch. 
Thousands of small business people 
across this country have been sen
tenced to death row. Mr. Chairman, 
good credit risks are being routinely 
denied across America. Loans are being 
called, and individuals who are current 
in their interest and principal pay
ments are being told they have to liq
uidate their businesses. 

Two years ago I warned Alan Green
span about the credit crunch. Two 
weeks ago he acknowledged it. Two 

weeks ago President Bush acknowl
edged the credit <£1'unch, and ,2 weeks 
ago Secretary Brady acknowledged the 
credit crunch. Banks blame the regu
lators, regulators blame Congress, 
Washington blames the banker, and 
small businesses 'are being sentenced to 
credit capital punishment. 

The faot is that we have no reliable 
data on which to measure this problem. 
Interstate branching is inevitable, and 
these data will be even harder to re
trieve. 

This amendment is not duplicative, 
despite What my colleagues might hear 
in a few moments. It only deals with 
small business and small farmers. 

We hav.e heard a lot during the past 
few weeks about helping the bankers. 
The truth is that we ought to be pre
pared to help small business people and 
small farmers across this country, and 
I urge a "yes" vote for the Neal amend
ment. 

Mr. NEAL of Massachusetts. I yield 
30 seconds to the gentleman from 
Texas [Mr. GoNZALEZ], the chairman of 
the Committee on Banking, Finance 
and Urban Affairs. 

Mr. GONZALEZ. Mr. Chairman, the 
Neal amendment is an extremely im
portant addition to this bill-an 
amendment that addresses the serious 
lack of data on small business lending 
by the Nation's banks. 

Small ·businesses are the lifeline of 
community development and they're 
invariably the first to be cut off when 
credit tightens. In fact, small business, 
particularly in low-moderate income 
areas, are more or less in a permanent 
credit crunch, good times or bad. 

The Neal amendment recognizes that 
we need to moni'tor the pattern of de
posits and loans as big banks move 
interstate and _operate branches in 
scattered geographical locations. 

Not only is this amendment impor
tant to monitor credit access, but it re
quires the reporting of aata liihat will 
be vital for safety and soundness pur
poses. This enhances the call reports, 
breaks the commercial loans into size 
categories, and gives regulators key 
data on concentrations of crefiti,t and an 
ongoing means to monitoring the co-n
dition of institutions. 

'The amendment should be adopted. 
Mr. NEAL of Massachusett.s. Mr. 

Chairman, I yield a minute and a lilalf 
to the distinguished gentleman from 
Florida [Mr. IRELAND], the ranking 
member on the minority side. 

Mr. IRELAND. Mr. Chairman, I 
thank the gentleman for yielding time, 
and I say to my colleagues that we 
hold the final responsibility for pro
tecting our Nation's 20 million small 
enterprises and the workers they em
ploy. The Neal amendment will help us 
to fulfill this responsibility. 

The amendment requires billion-dol
lar financial institutions that are en
gaged in interstate branching to 
produce annual reports on all loans 
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made to small businesses, small farms, 
and small disadvantaged businesses by 
geographic and metropolitan areas. 

The amendment does not ask every 
bank in America to collect and produce 
reams of irrelevant information. 

It simply makes it possible to track 
lending activity within a community. 
It is safeguard against a megabank 
coming into a location, sucking up all 
the deposits, and then failing to put 
money back into that community 
through small-business loans. 

We are the gatekeepers to our Na
tion's future. And that future is irrev
ocably tied to the well-being of small 
businesses throughout this land. 

On behalf of those small enterprises 
and for the sake of the millions of 
workers who help them succeed, I most 
strongly urge my colleagues to support 
the Neal amendment. 

0 1720 

Mr. NEAL of Massachusetts. Mr. 
Chairman, I yield 30 seconds to the 
gentleman from New York [Mr. FLAKE]. 

Mr. FLAKE. Mr. Chairman, I thank 
the gentleman for yielding time to me. 

Mr. Chairman, I rise in support of the 
amendment. I believe that it is time 
for us to understand that there is just 
not enough data to allow us to be able 
to adjust problems before they become 
magnified. Recent studies clearly indi
cate that there is a necessity for this 
information, that there are certain 
communi ties and certain businesses in 
those communi ties that are not cur
rently being served. Mr. Chairman, I 
ask all my colleagues to join with me 
in support of this amendment. It is a 
good amendment. It strengthens the 
banking bill, and I think the gen
tleman from Massachusetts [Mr. NEAL] 
has done a good job. Let us support 
him. 

Mr. NEAL of Massachusetts. Mr. 
Chairman, I yield such time as he may 
consume to the gentleman from Mary
land [Mr. MFUME]. 

Mr. MFUME. Mr. Chairman, I rise in 
support of the amendment offered by 
the gentleman from Massachusetts 
[Mr. NEAL]. I think it is proper and 
prudent, and I urge an "aye" vote. 

Mr. NEAL of Massachusetts. Mr. 
Chairman, I yield 45 seconds to the 
gentleman from Pennsylvania [Mr. 
RIDGE]. 

Mr. RIDGE. Mr. Chairman, I thank 
the gentleman for yielding this time to 
me. 

Mr. Chairman, I support the gentle
man's amendment, as I did in the 
Banking Committee when he proposed 
the language already in the bill. There 
are two groups we pay a lot of lip serv
ice to here in Congress, but we often 
fail to help them when they need it 
most: Those groups are veterans and 
small business owners. 

This amendment would have large 
interstate banks report quarterly in
formation on small business lending. 

Small business loans would be reported 
by State and metro area. Within each 
metro area, small business loans would 
be reported as a subtotal for all low
and moderate-income census tracts and 
for all minority census tracts. Loans 
for small farms would be reported by 
State and listed separately for agricul
tural production loans and farmland 
mortgage loans. 

I recognize that banks will not be en
tirely happy with this provision. They 
do a large amount of reporting already. 
But small business has been starving 
for credit lately, and we need to at 
least know where the loans are going. 
We need the information to make bet
ter policy, and not merely shoot in the 
dark. Small business is the most im
portant growth industry in this coun
try. For a State like Pennsylvania, 
where wages from traditional indus
tries fed fathers and mothers and gen
erations before us, we need small busi
ness growth to produce the major in
dustries of tomorrow. The economy is 
in transition. We cannot depend solely 
on the traditional industries. Many are 
declining. We need capital for small 
business growth, and this amendment 
will shed light on the situation. 

Mr. NEAL of Massachusetts. Mr. 
Chairman, I yield back the balance of 
my time. 

Mr. WYLIE. Mr. Chairman, I wish to 
go on record at this time as being in 
opposition to the amendment. 

The CHAIRMAN. The gentleman 
from Ohio [Mr. WYLIE] will be recog
nized for 10 minutes. 

Mr. WYLIE. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, we are in the process 
of loading up the canoe to sink it. 

The Banking Committee print which 
was adopted already provides that the 
banks will make reports to the regu
lators on the amount of lending to 
small businesses and farms. This 
amendment is a duplicative at best, 
but it does target some banks which 
are going to branch interstate. It 
would require that they report all net 
!endings to small businesses, farms, net 
write-offs of loans, income on fees, in
come from loans, the dollar amount of 
deposit balances, and the interest paid 
on these deposits, just to name a few. 

Why is this amendment necessary? 
This information is already being pro
vided to the regulators. What it will do 
is ultimately pass the cost of all this 
information on to the consumers. 

Banks comply with volumes of re
porting requirements now. This amend
ment would do nothing but add more 
paperwork and more burden already 
imposed on the banks. H.R. 6 calls for 
a study of the paperwork cost to banks 
and Federal regulators in meeting cur
rent requirements. This will add to the 
cost of the study, in addition to adding 
to the cost of regulatory reporting by 
the banks. 

Mr. Chairman, I urge a no vote on 
the amendment. 

Mr. Chairman, I yield back the bal
ance of my time. 

The CHAIRMAN, The question is on 
the amendment offered by the gen
tleman from Massachusetts [Mr. NEAL]. 

The amendment was agreed to. 
The CHAIRMAN. It is now in order to 

consider amendment No. 20 printed in 
House Report 102-281. 
AMENDMENTS, EN BLOC, AS MODIFIED, OFFERED 

BY MR. GONZALEZ 
Mr. GONZALEZ. Mr. Chairman, I 

offer amendments en bloc as modified. 
The CHAIRMAN. The Clerk will des

ignate the amendments en . bloc, as 
modified. 

The Clerk designated the amend
ments, en bloc, as modified. 

The CHAIRMAN. The Clerk will re
port the amendments, en bloc, as modi
fied. 

The Clerk read as follows: 
Amendments, en bloc, as modified, offered 

by Mr. GONZALEZ: AMENDMENT NUMBERED 20 
IN REPORT 102-281 WITH GERMANE MODIFICA
TION, OFFERED BY MR. TOWNS: 

Page 460, after line 21, insert the following 
new paragraph (and redesignate the subse
quent paragraph accordingly): 

(5) Insured deposits of nonprofit organiza
tions.-Section ll(a) of the Federal Deposit 
Insurance Act (12 U.S.C. 1821(a)) is amended 
by adding at the end the following new para
graph: 

"(8) INSURED DEPOSITS OF NONPROFIT TAX
EXEMPT ORGANIZATIONS.-

"(A) IN GENERAL.-Notwithstanding any 
limitation in this Act or any other provision 
of law relating to the amount of deposit in
surance available for the account of any 1 de
positor, each of the deposits at any minority 
depository institution of any depositor 
which-

"(i) is an organization referred to in sec
tion 501(c)(3) of the Internal Revenue Code of 
1986; and 

"(ii) is exempt from tax under section 
501(a) of such Code, 
shall be an insured deposit to the extent the 
aggregate amount of the deposits of such de
positor at such institution do not exceed 
$500,000. 

"(B) MINORITY DEPOSITORY INSTITUTION.
For purposes of this paragraph, the term 'mi
nority institution' means a depository insti
tution (as defined in section 3(c) of the Fed
eral Deposit Insurance Act)-

"(i) more than 50 percent of the ownership 
or control of which is held by 1 or more mi
nority individuals; and 

"(ii) more than 50 percent of the net profit 
or loss of which accrues to 1 or more minor
ity individuals. 

"(c) MINORITY. The term 'minority' has the 
meaning given to such term by section 
1204(c)(3) of the Financial Institutions Re
form, Recovery and Enforcement Act of 
1989.". 

"(D) EFFECTIVE DATE.-This paragraph 
shall become effective only when its costs 
are fully offset in each fiscal year through 
fiscal year 1996." 
AMENDMENT TO H.R. 6, AS REPORTED OFFERED 

BY MR. DONNELLY 
Page 522, after line 9, add the following 

new subtitle: 
Subtitle K-Bank and Thrift Employee 

Provisions 
SEC. 896. CONTINUATION OF HEALTH PLAN COV· 

ERAGE IN CASES OF FAILED FINAN· 
CIAL INSTITUTIONS. 

(a) CONTINUATION COVERAGE.-The Federal 
Deposit Insurance Corporation-
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(1) shall, in its capacity as a successor of a 

failed depository institution (whether acting 
directly or through any bridge bank), have 
the same obligation to provide a group 
health plan meeting the requirements of sec
tion 602 of the Employee Retirement Income 
Security Act of 1974 (relating to continu
ation coverage requirements of group health 
plans) with respect to former employees of 
such institution as such institution would 
have had but for its failure, and 

(2) shall require that any successor de
scribed in subsection (b)(1)(B)(iii) provide a 
group health plan with respect to former em
ployees of such institution in the same man
ner as the failed depository institution 
would have been required to provide but for 
its failure. 

(b) DEFINITIONS.-For purposes of this sec
tion-

(1) SuccESSOR.-An entity is a successor of 
a failed depository institution during any pe
riod if-

(A) such entity holds substantially 
all of the assets or liabilities of such 
institution, and 

(B) such entity is-
(i) the Federal Deposit Insurance Corpora

tion; 
(11) any bridge bank, or 
(111) an entity that acquires such assets or 

liabilities from the Federal Deposit Insur
ance Corporation or a bridge bank. 

(2) FAILED DEPOSITORY INSTITUTION.-The 
term "failed depository institution" means 
any depository institution (as defined in sec
tion 3(c) of the Federal Deposit Insurance 
Act) for which a receiver has been appointed. 

(3) BRIDGE BANK.-The term "bridge bank" 
has the meaning given such term by section 
ll(i) of the Federal Deposit Insurance Act. 

(C) NO PREMIUM COSTS IMPOSED BY FDIC.
Subsection (a) shall not be construed as re
quiring the Federal Deposit Insurance Cor
poration to incur, by reason of this section, 
any obligation for any premium under any 
group health plan referred to in such sub
section. 

(d) EFFECTIVE DATE.-This section shall 
apply to plan years beginning on or after the 
date of the enactment of this Act, regardless 
of whether the qualifying event under sec
tion 603 of the Employee Retirement Income 
Security Act of 1974 occurred before, on, or 
after such date. 

Mr. GONZALEZ (during the reading). 
Mr. Chairman, I ask unanimous con
sent that the amendments en bloc, as 
modified, be considered as read and 
printed in the RECORD. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Texas? 

There was no objection. 
PARLIAMENTARY INQUIRY 

Mr. DONNELLY. Mr. Chairman, I 
have a point of parliamentary inquiry. 

The CHAIRMAN. The gentleman will 
state it. 

Mr. DONNELLY. Mr. Chairman, I am 
the author of the second amendment in 
the en bloc amendments. I would like 
to ask the Chair, how would the time 
be divided? 

The CHAIRMAN. The understanding 
of the Chair is that the rule describes 
the situation, and half of the 20 min
utes, or 10 minutes, would go to the 
gentleman from Texas [Mr. GoNZALEZ] 
and half to the gentleman from Ohio 
[Mr. WYLIE]. 

Mr. DONNELLY. I thank the Chair. 
The CHAIRMAN. The gentleman 

from Texas [Mr. GoNZALEZ] is recog-
nized for 10 minutes. · 

Mr. GONZALEZ. Mr. Chairman, I 
yield myself such time as I may 
consume. 

Mr. Chairman, I offer an en bloc 
amendment consisting of two amend
ments. The first is a modified amend
ment offered by the gentleman from 
New York [Mr. TOWNS] which would 
provide an aggregate amount of deposit 
insurance up to $500,000 .for deposits of 
nonprofit organizations in minority 
banks. The second amendment within 
the en bloc amendments is offered by 
the gentleman from Massachusetts 
[Mr. DONNELLY], which will provide for 
a continuation of employee health plan 
coverage in cases involving failed fi
nancial institutions. 

Mr. Chairman, I urge the adoption of 
the en bloc amendment, and I reserve 
the balance of my time. 

PARLIAMENTARY INQUIRIES 
Mr, KLECZKA. Mr. Chairman, I have 

a parliamentary inquiry. 
Mr. Chairman, the chairman of the 

Banking Committee is combining two 
amendments. Under this rule, is it pos
sible to ask for a division on the two 
amendments? 

The CHAIRMAN. The Chair has re
ferred to the rule, and the rule makes 
the amendment en bloc not subject to 
a division of the question. 

Mr. KLECZKA. Mr. Chairman, as a 
further parliamentary inquiry of the 
Chair, the Members who would be op
posed to the Towns amendment would 
have to vote against the en bloc 
amendment, and then the gentleman 
from Massachusetts [Mr. DONNELLY] 
could bring his amendment back to 
stand alone? 

The CHAIRMAN. The Chair cannot 
advise the Members. 

Mr. DONNELLY. Mr. Chairman, I 
have a point of parliamentary inquiry. 

The CHAIRMAN. The gentleman will 
state it. 

Mr. DONNELLY. Mr. Chairman, it is 
my understanding under the rules of 
the House that I have the right, irre
spective of the actions of the House, to 
offer my amendment as it stands alone 
after the disposition of the en bloc 
amendment. 

The CHAIRMAN. The gentleman is 
correct. 

Mr. DONNELLY. I thank the Chair. 
The CHAIRMAN. The gentleman 

from Ohio [Mr. WYLIE] is recognized for 
10 minutes. 

Mr. WYLIE. Mr. Chairman, while I 
understand that modifications have 
been made to both of these amend
ments, the Towns amendment, as I 
read it, states that notwithstanding 
any limitation in H.R. 6 or any other 
provision of law relating to the amount 
of deposit insurance available for the 
account of any other depositor, each of 
the deposits of any nonprofit organiza-

tion shall be insured up to $500,000 if 
the deposits are made with a minority
owned institution. 

With all due respect, Mr. Chairman, I 
must oppose this amendment. 

The second amendment would broad
en the FDIC's insurance coverage when 
closing banks so that the FDIC, in ef
fect, would become a social welfare 
agency. Under current law, businesses 
that close because of bankruptcy do 
not enjoy health benefits under 
COBRA. The failure of a bank, I think, 
should be very similar to this. 

Under the second amendment, those 
employees of failed banks would be 
covered under COBRA and, therefore, 
would be covered for health insurance. 
There is no indication of who is going 
to pay for it, but regardless they would 
be covered by health insurance. 

D 1730 
Mr. Chairman, for these reasons I op

pose the amendment. 
Mr. Chairman, I yield back the bal

ance of my time. 
Mr. GONZALEZ. Mr. Chairman, may 

I inquire how much time we have on 
this side? 

The CHAIRMAN. The gentleman 
from Texas [Mr. GONZALEZ] has 9 min
utes remaining. 

Mr. GONZALEZ. Mr. Chairman, I 
yield 41h minutes to the gentleman 
from New York [Mr. TOWNS], and ask 
that he be allowed to control that 
time. 

The CHAIRMAN. Without objection, 
the gentleman from New York [Mr. 
TOWNS] may control the time. 

There was no objection. 
Mr. TOWNS. Mr. Chairman, I with

draw my original amendment and urge 
my colleagues to support the com
promise amendment offered by the 
chairman of the Banking Committee. 
This amendment would provide up to 
$500,000 in deposit insurance to char
ities and other nonprofit organizations 
who hold accounts in minority owned 
banks. 

I was drawn to this issue upon the 
closing of Freedom National Bank. 
When Freedom National Bank, a Har
lem-based minority owned institution, 
failed last November, over 35 nonprofit 
institutions lost over $14.7 million. 
Freedom depositors with accounts over 
$100,000 included churches, universities 
scholarship foundations, veterans serv
ice organizations, homeless shelters, 
long-term care facilities, housing de
velopment corporations, senior centers, 
and day-care facilities. For many peo
ple, these organizations provide the 
only safety net which has not been de
stroyed by Federal and State cutbacks. 

Nonprofit entities often receive Fed
eral funds which allow the organiza
tions to operate a host of federally as
sisted antipoverty programs. Gen
erally, State and Federal laws require 
these groups to keep separate accounts 
for each program. However, the FDIC 
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policy combines different accounts into 
a single account. The charitable insti
tution is deemed to be the account 
holder. 

In January, the FDIC saw the foolish 
and callous effects of this policy and 
released a statement that acknowl
edged that there were inequities and 
offered to provide uninsured freedom 
depositors up to 50 percent on amounts 
over $100,000. Half was not good enough. 
The chairman of the FDIC pledged to 
"continue to study options to provide 
additional protection to charitable or
ganizations." The FDIC has failed to 
offer any measure which would protect 
charitable organizations. 

Some will say that we cannot afford 
to provide additional depository insur
ance coverage for these institutions. If 
we fail to cover the charities, the 
schools, and the churches, who will? 
We must not allow the church building 
fund, the school lunch program funds, 
the senior center's Meals on Wheels 
Program to be sacrificed in order to be 
handed over to cushion the financial 
blow for others-to hide the bad com
mercial real estate loans, the shady 
deals, and the poorly secured invest
ments. 

Mr. Chairman, this amendment cor
rects a longstanding wrong by protect
ing those institutions which provide 
the lifeblood for the poor and elderly 
all over this Nation. 

Mr. Chairman, I think this is a good 
amendment. It makes a lot of sense. I 
think if we are able to do this, we will 
protect a lot of agencies. 

What we have now is the Federal 
Government taking from these agen
cies money that they have given to 
them and putting it back in other orga
nizations that do not need it as much 
as they need it. I think this legislation 
makes good sense. 

Mr. Chairman, I ask Members to sup
port this amendment. It will serve as a 
first step in providing a fair deal for so 
many institutions which provide the 
lifeblood of the poor and elderly in 
communities all over the Nation. 

Mr. GONZALEZ. Mr. Chairman, I 
yield 41/2 minutes to the gentleman 
from Massachusetts [Mr. DONNELLY], 
and I ask that he be allowed to control 
that time. 

The CHAIRMAN. Without objection, 
the gentleman from Massachusetts 
[Mr. DONNELLY] may control the time. 

There was no objection. 
Mr. DONNELLY. Mr. Chairman, my 

amendment deals with an ambiguity in 
present law with regard to FDIC and 
the bridge bank and subsequent cor
porations' responsibility under the 
COBRA health insurance laws of 1985. 

As Members will remember, as this 
body passed in 1985, it was signed by 
the President, we mandated that cor
porations and companies that laid off 
employees offer to their laid-off em
ployees continuation of health insur
ance benefits. This continuation of 

health insurance benefits came at no 
cost to these companies or corpora
tions. The only people that paid were 
the individuals who were laid off. They 
paid the full cost. The advantage to the 
laid-off employee was they could pay at 
group rates. It was determined in 1985, 
that this was sound public policy. 

The FDIC has now taken the position 
that it is exempt from these COBRA 
laws that we mandate on every private 
company in the United States of Amer
ica. It would seem to me at a time 
when this institution and this Govern
ment is under attack by the American 
people for continuing to exempt itself 
from laws that it mandates on other 
people, that one sector of the economy 
which is being devastated by layoffs, 
which just this last year 40,000 people 
lost their jobs in the banking industry 
in the United States, 40,000 people were 
left without adequate health insurance, 
that we can provide them today with 
adequate health insurance at no cost to 
the Federal Government, at no cost to 
the bridge banks, but with only a cost 
to the laid-off employee at a group 
rate. 

Mr. Chairman, this is sound public 
policy. It is today as it was in 1985. We 
should not exempt an entity from the 
law that General Motors and Procter & 
Gamble and every other company in 
this country adheres to. 

Mr. WYLIE. Mr. Chairman, I ask 
unanimous consent to reclaim 1 minute 
of my time. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Ohio? 

There was no objection. 
Mr. WYLIE. Mr. Chairman, I yield 1 

minute to the gentleman from Wiscon
sin [Mr. KLECZKA], and in doing that, I 
would ask who pays for these benefits 
if the Federal Government does not? 

Mr. KLECZKA. Mr. Chairman, I find 
myself in a difficult position. I support 
the Donnelly amendment. However, I 
have to oppose the amendment by my 
good friend, the gentleman from New 
York [Mr. TOWNS]. Because of the 
amendments being en bloc, the only de
cision the House has to make is to vote 
against the entire amendment, and 
then the gentleman from Massachu
setts [Mr. DONNELLY] will be permitted 
to offer his as a stand-alone amend
ment. 

The House just rejected by a wide 
margin any limitation or spreading 
around of the risk of deposit insurance. 
Now in the same breath and the same 
day on the same floor we are going to 
extend to nonprofit organizations up to 
$500,000 of deposit insurance, where the 
taxpayers in one single account are 
limited to $100,000. 

This bill, as we have said over and 
over, contains a $70 billion Treasury 
loan. Many of us believe the banks will 
never be able to pay that back. So the 
bill will be foisted upon the taxpayers. 

So the taxpayers who will be footing 
the tab in future years are limited to 

deposit insurance of $100,000 per ac
count, while nonprofit organizations, 
who pay no tax, will be given $500,000. 
That does not make sense at all. 

Mr. GONZALEZ. Mr. Chairman, 
might I inquire how much time I have 
remaining? 

The CHAIRMAN. The Chair will ad
vise that the gentleman from Texas 
[Mr. GONZALEZ] controls the time 
under the rule. The gentleman from 
Texas did not designate anyone to use 
this time, but merely yielded 41/2 min
utes to the gentleman from New York 
[Mr. TOWNS], who yielded back 1 
minute, and yielded 41/2 minutes to the 
gentleman from Massachusetts [Mr. 
DONNELLY], who used 2 minutes. 

Mr. GONZALEZ. Mr. Chairman, I 
designate 2lh minutes to the gentleman 
from Massachusetts [Mr. DONNELLY] 
for his control. 

Mr. DONNELLY. Mr. Chairman, I 
yield 30 seconds to the distinguished 
gentleman from Montana [Mr. 
WILLIAMS]. 

Mr. WILLIAMS. Mr. Chairman, I 
thank the gentleman for yielding. 

Mr. Chairman, I chair the committee 
which has jurisdiction over the health 
care portion of what the gentleman 
from Massachusetts [Mr. DONNELLY] is 
trying to protect here. As chairman of 
that committee, I support the Donnelly 
amendment as a way to protect em
ployees who are required under the 
amendment and under the law to pay 
100 percent of their health care cost. 
This will allow them to keep their 
health care coverage. 

Mr. Chairman, I urge Members who 
are interested in protecting employees 
of banks which have gone under and 
protecting their health coverage to 
support the amendment of the gen
tleman from Massachusetts [Mr. 
DONNELLY]. 

Mr. DONNELLY. Mr. Chairman, I 
yield 1 minute to the gentleman from 
Virginia [Mr. MORAN]. 
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Mr. MORAN. Mr. Chairman, I rise in 

support of the amendment offered by 
the gentleman from Massachusetts 
[Mr. DONNELLY] to extend health insur
ance coverage to employees of failed 
bank and savings and loan institutions. 
There are a number of such institu
tions in my district and, I suspect, in 
many districts represented here. 

Congress made a commitment to 
American workers and their families in 
passing the 1986 Consolidated Omnibus 
Budget Reconciliation Act by including 
a provision which grants employees the 
option to continue their health insur
ance upon resignation or job termi
nation. 

Our Nation is experiencing severe 
economic recession, long-term unem
ployment, and regional credit crunches 
that dim prospects of imminent recov
ery. The number of those without 
health insurance is already draining 
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the resources of our medical and social 
service facilities. It is reasonable for 
Congress to require successor banking 
institutions to administer the health 
plans of failing institutions and protect 
these employers who are discharged 
from their banking jobs through no 
fault of their own. 

Mr. DONNELLY. Mr. Chairman, I 
yield myself such time as I may 
consume. 

The en bloc procedure confuses 
things somewhat, and I just, in my 
final remarks, would like to clarify 
what the Donnelly amendment stands 
for. Forty thousand people since the 
beginning of this year have lost their 
jobs because of the economic situation 
of the banking industry. Were they to 
work in any other sector of the econ
omy, those individuals, under the 1985 
COBRA legislation, would be able to 
allow to themselves health insurance 
protection at full cost to themselves 
and at no cost to their employer. 

The advantage of laid-off employees 
is that they can buy this health insur
ance at group insurance rates. So we 
are talking about 40,000 people here 
today that face no health insurance at 
all. 

Finally, let me say, Mr. Chairman, it 
seems to me only fair that the man
dates that we place on the public sec
tor we also place on the private sector. 
It is inconceivable to me that the FDIC 
takes the position that they do not 
have to provide the same benefits to 
the laid-off employees that General 
Motors has to. 

Mr. GONZALEZ. Mr. Chairman, I 
yield the remaining 1 minute to the 
gentleman from New York [Mr. 
TOWNS]. 

Mr. TOWNS. Mr. Chairman, I want to 
clear up some things that the gen
tleman from Wisconsin said and to 
make certain that he fully understands 
what this amendment does. We are 
talking about charitable organizations. 
When they are funded, they cannot 
break up their money. This only covers 
up to $100,000 as it stands now, which 
means if we have an organization that 
has a senior program that might be 
$200,000, Meals-on-Wheels could be 
$150,000, a counseling program be for 
another $30,000, early childhood pro
grams for a couple $100,000, if the bank 
fails, the FDIC comes in and takes all 
the money over $100,000. 

They cannot break up this. They 
have to have some protection. 

So being they cannot do it any other 
way, I think that we have to give them 
some protection. This amendment 
gives them some protection. It is not 
enough. . 

The CHAIRMAN. The question is on 
the amendments en bloc, as modified, 
offered by the gentleman from Texas 
[Mr. GONZALEZ]. 

The amendments en bloc, as modi
fied, were rejected. 

Mr. DONNELLY. Mr. Chairman, I 
offer an amendment. 

PARLIAMENTARY INQUffi.IES 
Mr. WYLIE. Mr. Chairman, I have a 

parliamentary inquiry. 
The CHAIRMAN. The gentleman will 

state it. 
Mr. WYLIE. Mr. Chairman, I ask if 

the amendment is appropriate at this 
time, given the rule. 

The CHAIRMAN. The rule entitles 
the gentleman from Massachusetts to 
offer his amendment. 

Mr. WYLIE. Separately, Mr. Chair
man? 

The CHAIRMAN. Yes. 
Mr. WYLIE. After the chairman has 

already done it en bloc? 
The CHAIRMAN. The gentleman 

from Massachusetts has a right to offer 
his amendment. 

Mr. WYLIE. So he gets two cracks at 
it in effect? 

Mr. DONNELLY. Mr. Chairman, I 
have a parliamentary inquiry. 

The CHAIRMAN. The gentleman will 
state it. 

Mr. DONNELLY. Mr. Chairman, it 
was not the gentleman from Massachu
setts' request that his amendment be 
included en bloc. Trust me. 

Mr. WYLIE. Mr. Chairman, I do not 
have any quarrel with the gentleman 
from Massachusetts, but I thought we 
were following the rule as adopted by 
the Committee on Rules. 

The CHAIRMAN. A similar ruling 
was made during consideration of the 
omnibus crime bill on October 17, 1991. 
The rule states very clearly that the 
gentleman from Texas has the right to 
offer an en bloc amendment. However, 
regardless of that en bloc consider
ation, then both the gentleman from 
New' York and the gentleman from 
Massachusetts are entitled to offer 
their amendment in the printed order 
in House Report 102-281. 

AMENDMENT OFFERED BY MR. TOWNS 
Mr. TOWNS. Mr. Chairman, I offer an 

amendment. 
The CHAIRMAN. The clerk will des

ignate the amendment. 
The text of the amendment is as fol

lows: 
Amendment offered by Mr. TOWNS: Page 

460, after line 21, insert the following new 
paragraph (and redesignate the subsequent 
paragraph accordingly): 

(5) INSURED DEPOSITS OF NONPROFIT ORGANI
ZATIONS.-Section ll(a) of the Federal De
posit Insurance Act (12 U.S.C. 1821(a)) is 
amended by adding at the end the following 
new paragraph: 

"(8) INSURED DEPOSITS OF NONPROFIT TAX
EXEMPT ORGANIZATIONS.-Notwithstanding 
any limitation in this Act or any other pro
vision of law relating to the amount of de
posit insurance available for the account of 
any 1 depositor, each of the deposits of any 
depositor which-

"(A) is an organization referred to in sec
tion 501(c)(3) of the Internal Revenue Code of 

will be recognized for 5 minutes, and a 
Member opposed will be recognized for 
5 minutes. 

PARLIAMENTARY INQUffi.Y 
Mr. WYLIE. Mr. Chairman, I have a 

parliamentary inquiry. 
The CHAIRMAN. The gentleman will 

state it. 
Mr. WYLIE. Mr. Chairman, now that 

we are modifying what I thought was 
the rule that came from the Committee 
on Rules, is the amendment offered by 
the gentleman from New York the 
amendment as printed in the RECORD 

· or the amendment which he modified 
and offered en bloc a little while ago? 

The CHAIRMAN. The amendment of
fered by the gentleman from New York 
is the amendment printed in House Re
port 102-281. 

Mr. WYLIE. So it is not the corrected 
amendment? 

The CHAIRMAN. It is not as modi
fied in the previous amendment; that is 
correct. 

The Chair recognizes the gentleman 
from New York [Mr. TOWNS]. 

Mr. TOWNS. Mr. Chairman, I yield 
myself such time as I may consume. 

What I would like to do is just indi
cate the fact that I think that the 
amendment makes a lot of sense and 
that I would hope that my colleagues 
look at the amendment and support it 
because, when you look at the agencies 
around that are being affected with 
just the $100,000 limit, I think that we 
need to do something. This will be the 
first step in doing that. 

Mr. Chairman, I yield back the bal
ance of my time. 

Mr. WYLIE. Mr. Chairman, I rise in 
opposition to the amendment. 

The CHAIRMAN. The gentleman 
from Ohio [Mr. WYLIE] will be recog
nized for 5 minutes. 

Mr. WYLIE. Mr. Chairman, I opposed 
this amendment a little earlier in gen
eral debate and suggested that what 
the amendment says is "Insured depos
its of nonprofit tax-exempt organiza
tions, notwithstanding any limitation 
in this Act or any other provision of 
law relating to the amount of deposit 
insurance available for the account of 
any one depositor, each of the deposits 
of any depositor," and it says it shall 
be exempt from taxation and shall be 
insured up to $500,000. 

Now, the way I read that amendment, 
that would include congressional cam
paign committees. I do not think that 
this is what the gentleman intended. 
He modified his amendment when it 
came to the House floor. So if there 
was any misunderstanding on that 
score, that would have been corrected 
and would have only applied to chari
table organizations. 

1986; and 
"(B) is exempt from tax 

501(a) of such Code, 

Mr. TOWNS. Mr. Chairman, will the 
under section gentleman yield? · 

shall be an insured deposit.". 
The CHAIRMAN. Under the rule, the 

gentleman from New York [Mr. TOWNS] 

Mr. WYLIE. I yield to the gentleman 
from New York. 

Mr. TOWNS. Mr. Chairman, that is 
what it applies to. 
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Mr. WYLIE. Reclaiming my time, 

that is not what the amendment says 
now. 

Mrs. ROUKEMA. Mr. Chairman, will 
the gentleman yield? 

Mr. WYLIE. I yield to the gentle
woman from New Jersey. 

Mrs. ROUKEMA. Mr. Chairman, is 
this not the same amendment that was 
brought up in committee and that we 
defeated in committee? 

Mr. WYLIE. It is not the same 
amendment, but we had a debate on a 
similar amendment. 

Mrs. ROUKEMA. If the gentleman 
will continue to yield, it deals with es
tablishing a new precedent in terms of 
a bank that may be considered by some 
as too good to fail as opposed to the 
part of the bill that we are foreclosing 
with too big to fail. But doesn't this 
amendment create another special cat
egory? 

Mr. WYLIE. Mr. Chairman, that is 
correct. 

Mrs. ROUKEMA. And it is a prece
dent that we have not up until now 
had. I do not think that this is the 
time to create new precedents and open 
up a whole new Pandora's box. If adopt
ed, this amendment would create a new 
privileged and protected class of depos
its. It would set a dangerous loophole 
through this precedent that could po
tentially incur untold millions, if not 
billions, of insured deposits placing 
taxpayers at greater risk. 

Mr. WYLIE. Mr. Chairman, I thank 
the gentlewoman for her contribution. 

Mr. BAKER. Mr. Chairman, will the 
gentleman yield? 

Mr. WYLIE. I yield to the gentleman 
from Louisiana. 

Mr. BAKER. Mr. Chairman, is my un
derstanding correct that the definition 
of not profit is not charitable, non
profit, so that any organization that is 
formed for the purpose of environ
mental activism, for campaign pur
poses at the Federal or. State level, for 
any other community interest which 
might be out there, whether it be reli
gious in nature or not, the group could 
have on deposit $1 million. And if the 
institution where they have the funds 
on deposit gets into trouble, then that 
particular deposit, that particular or
ganization is treated differently from 
every other person who makes deposits 
in that institution, some working per
son who has $125,000 in the bank? 

Mr. WYLIE. Mr. Chairman, that is 
correct. I would say to the gentleman, 
when he modified his amendment, he 
limited the insurance coverage to 
$500,000. I was just shown here, "shall 
be an insured deposit." So there is no 
limit on the amount of insurance. 

Mr. BAKER. If the gentleman will 
continue to yield, so it could be several 
millions of dollars if it was a real ac
tive organization and had a lot of 
money in the bank, and it would be 
fully insured like no other taxpayer? 

Mr. WYLIE. Mr. Chairman, that is 
correct. 

Mr. TOWNS. Mr. Chairman, I ask 
unanimous consent to reclaim my 
time. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
New York? 

There was no objection. 
Mr. TOWNS. Mr. Chairman, I yield 

myself such time as I may consume. 
Let me just say that there seems to 

be some real misunderstanding here. 
We are talking about a 501(c)(3). We are 
talking about taking money from our
selves in many instances. We are talk
ing about programs that are funded by 
the Government. We are talking about 
programs that provide housing, senior 
citizens programs, and then all of a 
sudden that because a bank folds and 
all these programs are 1 umped to
gether, whenever they have above 
$100,000, the Federal Government takes 
it. These are the programs we funded 
already. 
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So it seems to me that we should put 

some kind of safety net on these par
ticular organizations. So I think what 
we are doing would just make sense. 

To talk about the fact that it is 
going to cost more money, I think if we 
do not do it, it would cost money, be
cause if we take away what we already 
have given, it does not make any sense. 
So I think we need to take a very seri
ous look at it, and I think that we need 
to help the small banks, because if 
they are too big to fail, that is one 
thing. But we are talking about a small 
bank that services a community, and I 
think we need to take a very serious 
look at that. And I think that this 
body needs to address that issue. The 
way to do it is to support this amend
ment. 

Mr. Chairman, I yield 1 minute to the 
gentleman from New York [Mr. FLAKE]. 

Mr. FLAKE. Mr. Chairman, I think I 
can present in graphic detail what my 
colleague, the gentleman from New 
York [Mr. TOWNS], is asking for. 

As most Members know, I also am a 
pastor of a church, and that church has 
a number of community programs 
under 501(c)(3) which are nonprofit. 
They include a home care agency, they 
include a clinic, they include a school, 
and they also include a nonprofit home 
development corporation that just 
built affordable housing. 

We cannot break those moneys up 
into small individual $100,000 accounts. 
The definitions given by the particular 
funding agencies require that that 
money is kept in a bank, and in most 
instances it is more than $100,000. So in 
the case of Freedom, when they closed 
it meant that organizations like mine 
had suffered the loss of Government 
funds. 

The Government has to either 
reinstitute those funds or if the funds 
are lost it means some senior citizens 
will not be able to eat. It means we will 

not be able to build housing or educate 
people. We need to understand what 
the program does and support it. 

Mr. WYLIE. Mr. Chairman, I yield 1 
minute to the gentleman from Louisi
ana [Mr. BAKER]. 

Mr. BAKER. Mr. Chairman, I thank 
the gentleman for yielding time to me. 
The issue before us is not whether we 
wish to help a nonprofit charitable or
ganization engage in civic and commu
nity work. The drafting of the amend
ment first applies to any 501(c)(3) orga
nization, which is not charitable in na
ture, it is simply nonprofit. A cam
paign fund is a nonprofit organization 
which may qualify under the terms of 
the amendment as drafted. 

Further, the amendment previously 
considered in the House had a $500,000 
cap on the deposit. The amendment be
fore us now has no such cap, so it is un
limited insurance for a nonprofit orga
nization which may not be charitable 
in nature, and we are setting up a spe
cial insurance pool where no other tax
payer enjoys that type of coverage. We 
simply have to recognize, if we are not 
going to limit the multiple account in
surance question, we cannot be opening 
up with this legislation new liabilities 
for the Federal deposit insurance fund. 
It is already broke. 

The CHAIRMAN. The gentleman 
from New York [Mr. TOWNS] has 2 min
utes remaining, and the gentleman 
from Ohio [Mr. WYLIE] has 1 minute re
maining. 

Mr. TOWNS. Mr. Chairman, I yield 
back the balance of my time. 

Mr. WYLIE. Mr. Chairman, I yield 
back the balance of my time. 

The CHAIRMAN. The question is on 
the amendment offered by the gen
tleman from New York [Mr. TOWNS]. 

The question was taken; and the 
Chairman announced that the noes ap
peared to have it. 

RECORDED VOTE 

Mr. TOWNS. Mr. Chairman, I demand 
a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were-ayes 63, noes 350, 
answered "present" 2, not voting 18, as 
follows: 

Abercrombie 
Ackerman 
Andrews (NJ) 
Annunzio 
Berman 
Bilbray 
Bonier 
Boxer 
Brown 
Clay 
Collins (IL) 
Collins (MI) 
Conyers 
Coyne 
Dell urns 
Dymally 
Engel 
Espy 
Evans 
Fazio 

[Roll No. 373] 
AYE&-63 

Flake 
Gejdenson 
Gonzalez 
Hall(OH) 
Hayes (lL) 
Hertel 
Jefferson 
Jones (GA) 
Jentz 
Kaptur 
Kennedy 
Levine (CA) 
Lewis (GA) 
Lowey (NY) 
Manton 
McDermott 
Mfume 
Mineta 
Moody 
Moran 

Murphy 
Nagle 
Oakar 
Owens (NY) 
Payne (NJ) 
Pelosi 
Perkins 
Rahall 
Rangel 
Roybal 
Savage 
Scheuer 
Serrano 
Stark 
Stokes 
Torres 
Towns 
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Traficant 
Washington 

Alexander 
Allard 
Anderson 
Andrews (ME) 
Andrews (TX) 
Anthony 
Applegate 
Archer 
Armey 
As pin 
Atkins 
AuCoin 
Bacchus 
Baker 
Ballenger 
Barnard 
Barrett 
Barton 
Bateman 
Beilenson 
Bennett 
Bentley 
Bereuter 
Bevill 
Bllirakis 
Bliley 
Boehlert 
Boehner 
Borski 
Boucher 
Brewster 
Broomfield 
Browder 
Bruce 
Bunning 
Burton 
Bustamante 
Byron 
Callahan 
Camp 
Campbell (CA) 
Cardin 
Carper 
Carr 
Chandler 
Clement 
Clinger 
Coble 
Coleman (MO) 
Coleman (TX) 
Combest 
Condit 
Costello 
Coughlin 
Cox (CA) 
Cox (IL) 
Cramer 
Crane 
Cunningham 
Darden 
Davis 
de la Garza 
DeFazio 
DeLauro 
DeLay 
Derrick 
Dickinson 
Dicks 
Dingell 
Donnelly 
Dooley 
Doolittle 
Dorgan (ND) 
Dornan(CA) 
Downey 
Dreier 
Duncan 
Durbin 
Early 
Eckart 
Edwards (CA) 
Edwards (OK) 
Edwards (TX) 
Emerson 
English 
Erdreich 
Ewing 
Fa.scell 
Fa well 
Feighan 
Fields 

Waters 
Wa.xroa.n 

NOES-350 
Fish 
Ford(MI) 
Frank (MA) 
Franks(CT) 
Frost 
Gallegly 
Gallo 
Gaydos 
Geka.s 
Gepha.rdt 
Geren 
Gibbons 
Gilchrest 
Glllmor 
Gilman 
Gingrich 
Glickman 
Goodling 
Gordon 
Goss 
Gra.dison 
Grandy 
Guarini 
Gunderson 
Hall (TX) 
Hamilton 
Ha.roroerschmidt 
Hancock 
Hansen 
Harris 
Hastert 
Hatcher 
Hayes (LA) 
Hefley 
Hefner 
Henry 
Herger 
Hoagland 
Hobson 
Hochbrueckner 
Holloway 
Horn 
Horton 
Houghton 
Hoyer 
Hubbard 
Huckaby 
Hughes 
Hunter 
Hutto 
Hyde 
Inhofe 
Ireland 
Jacobs 
James 
Jenkins 
Johnson (CT) 
Johnson (SD) 
Johnson (TX) 
Johnston 
Jones (NC) 
Kanjorski 
Kasich 
Kennelly 
Klldee 
Kleczka 
Klug 
Kolbe 
Kolter 
Kopetski 
Kostroayer 
Kyl 
LaFalce 
Lagomarsino 
Lancaster 
Lantos 
LaRocco 
Laughlin 
Leach 
Lehman (CA) 
Lehman (FL) 
Lent 
Levin <Mn 
Lewis (CA) 
Lewis (FL) 
Lightfoot 
Lipinski 
Livingston 
Lloyd 
Long 
Lowery (CA) 

Weiss 
Wheat 

Luken 
Machtley 
Markey 
Marlenee 
Martin 
Martinez 
Matsui 
Mavroules 
Ma.zzoli 
McCandless 
McCloskey 
McCollum 
McCrery 
McDade 
McGrath 
McHugh 
McMillan (NC) 
McMillen (MD) 
McNulty 
Meyers 
Miller(CA) 
Miller (OH) 
Miller (WA) 
Mink 
Moakley 
Molinari 
Mollohan 
Montgomery 
Moorhead 
Morella 
Morrison 
Murtha 
Myers 
Natcher 
Neal(MA) 
Neal (NC) 
Nichols 
Nowak 
Nussle 
Obersta.r 
Obey 
Olin 
Olver 
Ortiz 
Orton 
Owens (UT) 
Oxley 
Packard 
Pallone 
Panetta. 
Parker 
Pastor 
Patterson 
Paxon 
Payne (VA) 
Pease 
Penny 
Peterson (FL) 
Peterson (MN) 
Petri 
Pickett 
Pickle 
Porter 
Po shard 
Price 
Pursell 
Quillen 
Ramstad 
Ravenel 
Ray 
Reed 
Regula 
Rhodes 
Richardson 
Ridge 
Riggs 
Rinaldo 
Ritter 
Roberts 
Roe 
Roemer 
Rogers 
Rohrabacher 
Ros-Lehtinen 
Rose 
Rostenkowski 
Roth 
Roukeroa 
Rowland 
Russo 
Sabo 

CONGRESSIONAL RECORD-HOUSE November 4, 1991 
Sanders Snowe 
Santoruro Solarz 
Sarpa.lius Solomon 
Sawyer Spence 
Saxton Spratt 
Schaefer Staggers 
Schiff Stallings 
Schroeder Stearns 
Schulze Stenholm 
Schumer Studds 
Sensenbrenner Stump 
Sharp Sundquist 
Shaw Swett 
Shays Swift 
Shuster Synar 
Sikorski Tallon 
Sisisky Tanner 
Skaggs Tauzin 
Skeen Taylor (MS) 
Skelton Taylor (NC) 
Slattery Thomas (GA) 
Slaughter (NY) Thomas (WY) 
Smith (IA) Thornton 
Smith (NJ) Torricelli 
Smith (OR) Traxler 
Smith (TX) Unsoeld 

Upton 
Valentine 
VanderJagt 
Vento 
Visclosky 
Volkmer 
Vucanovich 
Walker 
Walsh 
Weber 
Weldon 
Whitten 
Williams 
Wilson 
Wise 
Wolf 
Wolpe 
Wyden 
Wylie 
Yates 
Yatron 
Young (AK) 
Young(FL) 
Zeliff 
Zimmer 

ANSWERED "PRESENT"-2 
Brooks 

Bryant 
Campbell (CO) 
Chapman 
Dannemeyer 
Dixon 
Dwyer 

Cooper 

NOT VOTING-18 
Foglietta. 
Ford (TN) 
Green 
Hopkins 
McCurdy 
McEwen 
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Michel 
Mrazek 
Sangroeister 
Slaughter (VA) 
Smith (FL) 
Thomas (CA) 

Mr. MARTIN changed his vote from 
"aye" to "no." 

So the amendment was rejected. 
The result of the vote was announced 

as above recorded. 
The CHAIRMAN. It is now in order to 

consider amendment No. 22 printed in 
House Report 102-281. 

AMENDMENT OFFERED BY MR. DONNELLY 

Mr. DONNELLY. Mr. Chairman, I 
offer an amendment. 

The CHAIRMAN. The Clerk will des
ignate the amendment. 

The text of the amendment is as fol
lows: 

Amendment offered by Mr. DoNNELLY: 
Page 522, after line 9, add the following new 
subtitle: 

Subtitle K-Bank and Thrift Employee 
Provisions 

SEC. 696. CONTINUATION OF HEALTH PLAN COV· 
ERAGE IN CASES OF FAILED FINAN· 
CIAL INSTITUTIONS. 

(a) IN GENERAL.-Any successor of a failed 
depository institution shall-

(1) have the same obligation to provide a 
group health plan meeting the requirements 
of section 4980B(f) of the Internal Revenue 
Code of 1986 and section 602 of the Employee 
Retirement Income Security Act of 1974 (re
lating to continuation coverage require
ments of group health plans) with respect to 
former employees of such institution as such 
institution would have had but for its fail
ure, and 

(2) be treated as the employer with respect 
to such former employees for purposes of ap
plying section 4980B of such Code and part 6 
of subtitle B of title I of the Employee Re
tirement Income Security Act of 1974. 

(b) DEFINITIONS.-For purposes of this sec
tion-

(1) SucCESSOR.-An entity is a successor of 
a failed depository institution during any pe
riod if-

(A) such entity holds substantially all of 
the assets or liabilities of such institution, 
and 

(B) such entity is--
(i) the Federal Deposit Insurance Corpora

tion, 
(ii) any bridge bank (as defined in section 

ll(i) of the Federal Deposit Insurance Act), 
or 

(iii) an entity that acquires such assets or 
liabilities from the Federal Deposit Insur
ance Corporation or a bridge bank. 

(2) FAILED DEPOSITORY INSTITUTION.-The 
term 'failed depository institution' means 
any depository institution (as defined in sec
tion 3(c) of the Federal Deposit Insurance 
Act) for which a receiver has been appointed. 

(C) EFFECTIVE DATE.-This section shall 
apply to plan years beginning on or after the 
date of the enactment of this Act, regardless 
of whether the qualifying event under sec
tion 4980B of the Internal Revenue Code of 
1986 occurred before, on, or after such date. 

The CHAIRMAN. The gentleman 
from Massachusetts [Mr. DONNELLY] 
will be recognized for 5 minutes, and 
the gentleman from Ohio [Mr. WYLIE] 
will be recognized for 5 minutes. 

The Chair now recognizes the gen
tleman from Massachusetts [Mr. DON
NELLY]. 

Mr. DONNELLY. Mr. Chairman, I beg 
the indulgence of the House. The hour 
is late. 

The last en bloc procedure we went 
through I think was very confusing. 

My amendment very simply deals 
with the issue of continued health in
surance for the unemployed. In 1985, 
this House passed and the President 
signed legislation that allowed laid off 
employees to continue having health 
insurance coverage, to continue par
ticipating in the health insurance pro
gram of their company, at no cost to 
the company because the individual 
who was laid off would pay the full 
price up to 18 months. 

All my amendment does is codify the 
existing law to make sure that the 
FDIC and/or its bridge banks meet 
those same requirements that we place 
on all other corporations and indus
tries in the private sector. 

It would seem to me, Mr. Chairman, 
at a time when this institution and 
this Government is under such scru
tiny of exempting ourselves from re
quirements that we place on all Ameri
cans, the one place we should not is 
with the FDIC. They ought to obey the 
same parts of the Federal law that all 
other private sector corporations have 
to adhere to. 

Mr. McGRATH. Mr. Chairman, will 
the gentleman yield? 

Mr. DONNELLY. I yield to the gen
tleman from New York. 

Mr. McGRATH. If I understand this 
amendment correctly, Mr. Chairman, 
those who would be laid off as a result 
of a bank closure would have to pay 102 
percent of the premium in order to 
cover the entire cost of the premium, 
plus the carrying cost for an 18-month 
period, am I correct? 

Mr. DONNELLY. The gentleman is 
correct. 

Mr. McGRATH. Mr. Chairman, if the 
gentleman will yield further, I see 
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nothing wrong with that. That is what 
happens when businesses go out of 
business today, am I correct? 

Mr. DONNELLY. The gentleman is 
absolutely correct. This amendment 
has no cost to the taxpayer. It places 
no additional burden on any of the 
bridge banks. 

Just in this year alone, 40,000 individ
uals, and I might say mostly mid-man
agement and lower paid employees of 
financial institutions have lost their 
jobs, and these people are without 
health insurance and here we are, an 
institution that spends time and 
money trying to develop plans to pro
vide health care for the uninsured, I 
think this is a good way to make a 
quick start. 

Mr. Chairman, I yield 1 minute to the 
distinguished gentleman from Montana 
[Mr. WILLIAMS]. 

Mr. WILLIAMS. Mr. Chairman, every 
Member of this House is talked to by 
their constituents who ask that we 
concern ourselves with health care 
costs and health care coverage. 

The gentleman from Massachusetts 
is addressing that with regard to em
ployees of failed banks. His amendment 
says that when a bank fails and the 
FDIC takes it over, the FDIC can offer 
the following to the employees of that 
failed bank: They can say to them, 
"Mr. or Ms. Employee, if you will pay 
your share of the health insurance 
cost, if you will pay your employer's 
share of the health insurance cost and 
if you will pay 2 percent administrative 
cost, that is 102 percent of the cost of 
keeping insurance, then you will be al
lowed to do so." 

Now, that is only fair. I chair the 
committee that oversees and has juris
diction under ERISA, that is the law 
which govern this, and as chairman of 
that committee of the gentleman from 
Massachusetts. 

Mr. DONNELLY. Mr. Chairman, Ire
serve the balance of my time. 

Mr. WYLIE. Mr. Chairman, I ex
pressed myself in opposition to this 
amendment a little earlier. This is now 
the original amendment which was 
printed in the committee report which 
accompanied the rule with reference to 
H.R.6. 

The CBO said it would have some 
budget impact. I know the gentleman 
from Massachusetts [Mr. DONNELLY] re
drafted that and the amendment which 
we offered en bloc a little earlier took 
care of that; but under present law 
businesses which close because of bank
ruptcy do not enjoy health benefits 
under COBRA. 

I think the failure of a bank is simi
lar to this and, therefore, I go on 
record in opposition to the amendment. 

Mr. Chairman, I yield back the bal
ance of my time. 

Mr. DONNELLY. Mr. Chairman, I 
yield myself 10 seconds. 

The staff of the Banking Committee 
informs me that the CBO has never put 

anything in writing how my amend
ment as originally printed in the text 
would have any financial cost to the 
Federal Government. 

The CHAffiMAN. All time has ex
pired. 

The question is on the amendment 
offered by the gentleman from Massa
chusetts [Mr. DONNELLY]. 

The amendment was agreed to. 
The CHAIRMAN. It is now in order to 

consider amendment No. 24 printed in 
House Report 102-281. 

AMENDMENT OFFERED BY MR. MORAN 
Mr. MORAN. Mr. Chairman, I offer 

an amendment. 
The CHAIRMAN. The Clerk will des

ignate the amendment. 
The text of the amendment is as fol

lows: 
Amendment offered by Mr. MORAN: Page 

522, after line 9, add the following new sub
title (and conform the table of contents ac
cordingly): 

Subtitle K-Sense of the House of 
Representatives on the Credit Crisis 

SEC. 696. CREDIT CRUNCH. 
(a) FINDINGS.-The Congress finds that-
(1) during the past year and a half a credit 

crunch of crisis proportions has taken hold 
of the economy and grown increasingly se
vere, particularly for real estate; 

(2) to date the credit crisis has shown no 
sign of improvement with its effects being 
felt broadly throughout the Nation as busi
ness failures soar, financial institutions 
weaken, real estate values decline, and State 
and local property tax bases further erode; 

(3) approximately $200,000,000,000 of the 
nearly $400,000,000,000 in commercial real es
tate loans now held by commercial banks are 
coming due within the next 2 years; 

(4) banks for a variety of reasons, are re
luctant to renew these maturing real estate 
loans; 

(5) both pension funds in the United States, 
with assets of nearly $2,000,000,000,000, and a 
stronger and more active secondary market 
for commercial real estate debt and equity 
could play a more significant role in provid
ing liquidity and credit to the real estate 
and banking sectors of the economy; 

(6) many regulatory practices encourage 
banks to reduce their real estate lending 
without regard to long-term historical risk; 
and 

(7) the stability of real estate has suffered 
during the past decade first from tax rules 
that in 1981 stimulated excessive investment 
in real estate, and then in 1986 when rules 
were adopted that discourage capital invest
ment in real estate, artificially eroding real 
estate values. 

(b) SENSE OF THE HOUSE OF REPRESENTA
TIVES.-!t is the sense of the House of Rep
resentatives that-

(1) immediate and carefully-coordinated 
action should be taken by the Congress and 
the President to arrest the credit crisis re
ferred to in subsection (a) and provide a 
healthy and efficient marketplace that 
works for owners, lenders, and investors; and 

(2) that efforts should be undertaken to ex
plore measures that-

(A) modernize and simplify the rules that 
apply to pension investment in real estate to 
remove unnecessary barriers to pension 
funds seeking to invest in real estate; 

(B) strengthen the secondary market for 
commercial real estate debt and equity by 
removing arbitrary obstacles to private 
forms of credit enhancement; 

(C) restore balance to the regulatory envi
ronment by considering the impact of risk
based capital standards on commercial, mul
tifamily and single-family real estate; end
ing mark-to-market, liquidation-based, ap
praisals; encouraging loan renewals; and, 
fully communicating the supervisory policy 
to bank examiners in the field; and 

(D) rationalize the tax system for real es
tate owners and operators by modifying the 
passive loss rules and encouraging loan re
structures. 

The CHAIRMAN. Under the rule, the 
gentleman from Virginia [Mr. MORAN] 
will be recognized for 5 minutes, and a 
Member opposed will be recognized for 
5 minutes. 

Mr. SHAW. Mr. Chairman, if there is 
no Member in the Chamber opposed to 
the amendment, I ask unanimous con
sent to claim that time. 

The CHAIRMAN. Is the gentleman 
opposed to the amendment? 

Mr. SHAW. Mr. Chairman, I am not 
opposed to the amendment. 

The CHAIRMAN. Without objection, 
the gentleman from Florida [Mr. SHAW] 
will be recognized for 5 minutes. 

There was no objection. 

0 1820 
Mr. MORAN. Mr. Chairman. I do ex

pect that this amendment is non
partisan, noncontroversial, strongly 
supported by both the Democratic and 
Republican Parties, and in fact by the 
executive branch and the legislative 
branch. 

Notwithstanding the consensus it re
flects, it is nevertheless a very appro
priate and important addition to this 
banking reform bill. It calls for a com
prehensive coordinated approach to 
deal with the credit crunch that is 
reaching crisis proportions throughout 
our country. 

The American economy is much like 
a heavyweight champ today that is on 
the ropes and about to go down for the 
count. Lower interest rates alone are 
not going to revive it. It has taken too 
many body blows, insufficient invest
ment in its physical infrastructure, a 
decade of high living, a checkbook that 
is $350 billion out of balance. 

And now it is getting hit by foreign 
competition, by lack of consumer con
fidence, and a sick and failing banking 
system. At this time, to make matters 
tougher, it is having its arms held be
hind its back by a nationwide credit 
crunch that is making the money nec
essary to revive this economy too dif
ficult to be obtained. 

This amendment suggests both gen
eral and specific ways in which we can 
unleash the inherent strength of this 
economy to let it rebound, but it can
not come back unless small businesses, 
farmers, builders, and entrepreneurs 
can get credit from banks for reason
able and responsible projects. 

In the real estate industry alone, 
200,000 jobs have already been lost by 
building tradesmen, engineers, real
tors, and to make it a lot worse before 
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it gets any better, $200 billion of short
term commercial bank loans to the 
real estate industry for multi- and sin
gle-family residential projects and for 
office buildings construction will come 
due over the next 2 years. 

According to a recent Federal Re
serve Board survey, 93 percent of these 
loans are not getting the long-term ex
tensions that they need. Yet only 6 per
cent of these commerical loans are 
non performing. 

The rest are completely paid up to 
date. But the banking system is 
gripped by a fear of the future and in
timidation of regulations. Some of that 
is justified, but much is unjustified. 

The consequences of this mind-set 
against real estate loans is that real 
estate values are dropping through the 
floor, which means that local property 
tax assessments will deprive our local 
governments of the millions of dollars 
necessary for essential municipal serv
ices that only come from property 
taxes. Hundreds of businesses whose 
operating loans are collateralized by 
their real estate property are having 
those loans foreclosed. 

Mr. Chairman, the billions of dollars 
of federally owned real estate with the 
Resolution Trust Corporation is losing 
millions of dollars of book value every 
day because of this loss in real estate 
values. This amendment calls for sev
eral things that would make a dif
ference. 

Immediate and carefully coordinated 
action by the Congress and the Presi
dent to arrest the credit crisis, mod
ernization and simplification of the 
rules that apply to pension invest
ments and real estate because that is a 
$2 trillion industry that is the normal 
source of long-term financing; a 
strengthening of the secondary market 
for commercial real estate debt and eq
uity by removing arbitrary obstacles, 
restoring balance to the regulatory en
vironment by considering the impact of 
risk-based capital standards on com
mercial and multi-family and single
family real estate, ending the march
to-market liquidation appraisal-based 
appraisal and encouraging loan re
newal, and fully communicating the 
supervisory policy that we established 
with bank examiners in the field; and 
lastly, rationalizing the tax system for 
real estate owners and operators by 
modifying the passive-loss rules and 
encouraging loan restructures. 

The CHAIRMAN. The Chair recog
nizes the gentleman from Florida [Mr. 
SHAW]. 

Mrs: MORELLA. Mr. Chairman, I 
thank the gentleman for yielding and 
rise in favor of this resolution and the 
action it encourages. 

Mr. Chairman, on October 17, 1991, I held 
a meeting on the credit crunch with regulators 
from the Office of the Comptroller of the Cur
rency, the Federal Deposit Insurance Corpora
tion, the Federal Reserve Bank, and the Office 
of Thrift Supervision as well as leading build-

ers, developers, business people, and bankers 
in the Washington, DC area. Congressman 
MFUME, a member of the Banking Committee, 
also participated in the meeting and listened to 
an avalanche of unhappy comments and per
sonal experiences. Many of these men and 
women, who are involved in commercial and 
residential building, had voiced concern in the 
past year about the unavailability of capital for 
a variety of projects. One of the builders who 
attended the meeting later wrote, 

There is absolutely no credit available for 
residential construction!! We have not seen 
any new loans for the past two years and are 
being told by our banks not to expect any 
new money for the next two to three years 
* * * local builders who have played a major 
role in developing this region are all on the 
brink of bankruptcy. This is real and not a 
perceived point of view. 

Several builders expressed the sentiments 
written by one local builder: 

Builders are finding it difficult to finance 
the construction of new homes, even where 
they have signed contracts from purchasers. 
This is particularly true for smaller builders, 
many of whom have been forced to cease op
erations. 

Others have said that the availability of 
mortgage or construction financing for feasible 
and viable rental property and commercial 
projects is totally nonexistent. 

Suburban Washington, DC is not the only 
region to experience this credit crunch; devel
opers across the Nation are increasingly anx
ious about the scarcity of credit, even as the 
economy may be showing some weak but 
positive signs of emerging from recession. 

Mr. Chairman, it is, therefore, with some ur
gency that I support the sense of the Con
gress resolution urging Congress and the ad
ministration to seek immediate remedies for 
the current crisis. It is time for action; enough 
has been written. Bank regulators have been 
told to use common sense in dealing with re
sponsible lenders. Again, one of the builders 
mentioned, 

The regulators consistently stated that 
there is no problem with the availability of 
funds and that they are merely taking appro
priate steps to deal with bad loans and 
uncreditworthy developers * * * the first 
step in solving a problem is the recognition 
of its existence. 

There is a need to recognize that a credit 
crunch does exist and that Congress and the 
President must take immediate positive and 
constructive action. I see this resolution as 
only a symbolic first step in the right direction, 
but we cannot stop at a resolution. We must 
encourage the OCC and other bank regulators 
to implement a uniform, but fair standard of 
appraisals, permit and encourage loan refi
nancing, and immediately ensure that bank 
examiners in the field know and follow revised 
but more flexible underwriting guidelines for 
loans and appraisals. 

There is abundant, clear, and convincing 
evidence that the regulatory pendulum has 
swung too far and is now contributing to eco
nomic stagnation and slow growth. Congress 
should not, and in my view, did not intend that 
virtually all financing for any residential or 
commercial development, especially where it 
is needed and is feasible, be brought to a 
complete standstill. I am undertaking an in-

depth factfinding mission for the purpose of 
identifying the specific barriers and causes of 
our credit crunch and to provide findings and 
recommendations for solutions. I invite all of 
my colleagues in the House to participate with 
me. 

Mr. Chairman, I urge our priority attention to 
this credit crisis. One of the builders at my Oc
tober 17 meeting stated sadly that, if some 
positive action is not taken, there will be no 
participants in a similar meeting a year from 
now. With many of us now looking at costly 
and impractical stimulus and growth initiatives, 
getting credit for housing seems to me to be 
a better solution. I strongly support this resolu
tion and the actions that it encourages. 

Mr. SHAW. Mr. Chairman, I yield 
such time as he may consume to the 
gentleman from Texas [Mr. ANDREWS]. 

Mr. ANDREWS of Texas. Mr. Chair
man, I thank the gentleman for yield
ing and rise in support of the amend
ment. 

Mr. Chairman, I rise in support of the 
amendment offered by my colleague JIM 
MORAN. There is no question that a credit 
crunch of crisis proportions has taken hold of 
the economy and is harming many industries, 
especially real estate. 

The real estate industry, historically a great 
source of economic growth and jobs, is facing 
the worst crisis since the Great Depression. 
This crisis is exacerbated by the inequitable 
treatment real estate entrepreneurs receive 
under the passive loss rules. I introduced my 
passive loss bill, H.R. 1414, to remedy this in
equity. We do not have a tax vehicle for H.R. 
1414 this year, but when we do mark up a tax 
bill next year, I am confident that H.R. 1414 
will be considered as part of the bill. 

I hope that the administration can join with 
the House leadership to move an economic 
recovery package next year that will stimulate 
the economy, solve the credit crunch, and fix 
the passive loss rules. 

Mr. SHAW. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, there is much to say 
about this particular amendment, but 
the time is late. I think the gentleman 
from Virginia [Mr. MORAN] stated it 
very eloquently. 

I would like to add only one thing to 
his remarks, in addition to com
plimenting him for bringing this reso
lution before the committee. That is 
that the common denominator, the 
common currency of loans in this coun
try traditionally has been real estate. 
In 1986, we passed a tax bill, much of 
which was needed but some of which 
was very damaging to the value of real 
estate. 

With the plummeting value of real 
estate, it is necessary we go back and 
review what has been done and look at 
what is the main cause of the reces
sionary cycle that we are going 
through now and the banking crisis in 
which we find ourselves. 

I think undoubtedly we have to say it 
is the value of real estate. 

I think every Member in this Cham
ber tonight would agree real estate is 
at the very bottom of the problem, 
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even though there may be some other 
problems. 

Mr. Chairman, I urge adoption of this 
amendment. 

Mr. Chairman, I yield such time as he 
may consume to the gentleman from 
Maryland [Mr. HOYER]. 

Mr. HOYER. I thank the gentleman 
for yielding, and I rise in strong sup
port of the resolution of the gentleman 
from Virginia. 

I would say that we need, however, 
and I think all of us agree, what we 
need is very quick action following the 
adoption of this resolution. We obvi
ously, in the Washington metropolitan 
area, are suffering very badly. We are 
not alone, we understand that. But if 
we do not move quickly, this recession 
clearly for us in the Washington area 
in the building industry is a depres
sion. 

We have 60 percent of the Southern 
Maryland Building Industry Associa
tion on the ropes, most out of business. 
We need to move, we need to move 
quickly and decisively. 

Mr. Chairman, I join the remarks of 
the gentleman from Florida [Mr. SHAW] 
and the gentleman from Virginia [Mr. 
MORAN]. 

Mr. SHAW. Mr. Chairman, I yield 
such time as he may consume to the 
gentleman from Virginia [Mr. MORAN]. 

Mr. MORAN. I thank the gentleman 
from Florida. I am in complete accord 
with the comments of the gentleman 
from Florida with regard to tax policy 
that needs to be reviewed. 

Mr. SHAW. Mr. Chairman, I yield 
such time as he may consume to the 
gentleman from Maryland [Mr. 
MCMILLEN]. 

Mr. McMILLEN. I thank the gen
tleman for yielding and join the gen
tleman for his call to arms. 

Mr. SHAW. Mr. Chairman, I yield 
such time as he may consume to the 
gentleman from New Jersey [Mr. 
PALLONE]. 

Mr. PALLONE. Mr. Chairman, I 
thank the gentleman for yielding time 
to me, and I would like to express my 
support for the amendment and resolu
tion offered by the gentleman from 
Virginia. 

Mr. Chairman, the Nation is crying out for 
leadership from Washington to pull us out of 
the credit crunch that has helped to dry up 
new housing and major construction starts and 
which has resulted in thousands of job losses 
in the real estate industry and throughout the 
economy. 

Businesses of all kinds-from car dealer
ships to defense contractors-are succumbing 
to the credit drought brought on by free-falling 
real estate prices. Real estate holdings that 
businesses had been counting on using to se
cure credit are simply no longer acceptable to 
banks as colateral. 

Without credit, businesses cannot expand 
and many can be expected to fail. Through no 
fault of their own, more and more Americans 
will find themselves out of work unless we find 
a way to restore and strengthen our econo
my's sources of credit and capital. 

This debate on banking reform legislation is 
the logical place to signal a redoubling of our 
efforts in this regard. The amendment offered 
by the gentleman from Virginia [Mr. MORAN] 
offers us the opportunity to send a clear mes
sage that Congress and the White House are 
prepared to work together on ending the credit 
crunch. 

I urge all my colleagues to support the 
Moran amendment. 

Mr. SHAW. Mr. Chairman, I yield 
back the balance of my time. 

The CHAIRMAN. All time has ex
pired on this amendment. 

The question is on the amendment 
offered by the gentleman from Virginia 
[Mr. MORAN]. 

The amendment was agreed to. 
The CHAIRMAN. The question is on 

the amendment in the nature of a sub
stitute, as amended. 

The amendment in the nature of a 
substitute, as amended, was agreed to. 

Mr. OWENS of Utah. I rise today to express 
my opposition to final passage of H.R. 6, the 
Deposit Insurance and Regulatory Reform Act. 

Mr. Chairman, the goals of this legislation 
should be twofold. First and foremost, we 
must limit taxpayers' exposure to bank fail
ures. This can only be done through sub
stantive regulatory and deposit insurance re
form. We should end the folly which is incor
porated in the too-big-to-fail policy. Second, 
we must ensure that bankers and other hold
ers of federally insured deposits no longer 
have incentive to engage in the risky lending 
activities that continue to plague the industry 
to this day. 

Unfortunately, the final product of this heat
ed debate does neither. I was one of just over 
1 00 Members who supported the so-called 
core bank amendment, simply because it is 
the one alternative that might accomplish 
these twin goals. I reluctantly oppose the 
amendment to strike title IV of this bill, simply 
because title IV provided banks some means 
of involvement in securities activities while im
plementing mechanisms to protect federally in
sured deposits from high-risk activities. While 
title IV was far from perfect, I felt that the Con
gress must assert its legitimate role in the reg
ulatory process, and retaining title IV, at that 
juncture, appeared the only legitimate means 
of asserting that authority. 

Mr. Speaker, though I opposed that amend
ment, I was disturbed by the resoundingly 
antibank rhetoric surrounding that vote. And 
upon further thought, I intend to vote against 
final passage of the bill in the hope that the 
committees of jurisdiction will make the limited 
but real substantive reforms necessary to earn 
our support in the future. 

The banking industry is undergoing signifi
cant changes-upheavals, even, that are inev
itable in today's sluggish economy. Some fail
ures will be the inevitable result of the capital
ist system. Weaker and poorly managed 
banks should be allowed to fall, and title I, II, 
and V of this bill take much-needed steps in 
the right direction. 

I firmly believe that banks should be allowed 
to branch out into nonbanking activities, albeit 
with appropriate firewalls and restrictions. 
Though federally insured deposits should not 
be exposed to the risky activities to which they 

were exposed in the 1980's, enhanced com
petition in the securities and insurance indus
tries should be a welcome consequence of 
any substantive reform legislation. Nor am I 
convinced that this legislation, in its current 
form, provides adequate freedom for legitimate 
financial services companies to engage in le
gitimate banking activities. 

This legislation fails to strike that balance of 
fostering competition in those industries while 
adequately protecting taxpayers from expo
sure to bank failures. The President has indi
cated that he will veto this legislation. A veto 
override of this legislation, in its current form, 
is unlikely. But real reform of the banking in
dustry-at a minimum, BIF recapitalization and 
even minimal regulatory reform-is needed 
now. Both sides of this issue have heightened 
the intensity of the debate while lowering its 
quality. 

The best alternative before us today is to 
send this bill back to the committee. If we 
send it back today, a clean bill with Bl F re
capitalization and limited but important 
changes is certain to be returned to us. I sus
pect that the issues of expanded bank powers 
and comprehensive deposit insurance reform 
will be among the primary issues of debate 
throughout the rest of the year and throughout 
the next session. I encourage my col
leagues-especially those who supported re
taining title IV last week, to join me in oppos
ing final passage of this bill as a movement to
ward simple, but vitally needed reform and re
capitalization. 

Mr. DORNAN of California. Mr. Chairman, I 
rise today to express my extreme disappoint
ment with H.R. 6, the Deposit Insurance and 
Regulatory Reform Act in its current form. Title 
IV of the bill is particularly regressive. I voted 
to strike title IV last week, and I urge all of my 
colleagues who also did so to likewise vote 
against passage of H.R. 6. 

It is a shame, Mr. Chairman, that the Din
geii-Gonzalez compromise was adopted as 
original text. It contradicts the procompetitive 
goals for which the House Banking Committee 
worked so hard. There are many amendments 
to this bill, including some to title IV, which I 
would normally have supported. Unfortunately, 
none of them would fix the fundamental flaw 
in the Dingeii-Gonzalez language, the so
called blackout provisions preventing banks 
from lending to customers who also use the 
services of the bank's securities affiliate. This 
provision went against the better judgment of 
the Banking Committee. It rolls back current 
powers that some banks have to sell insur
ance and provide investment banking serv
ices, as well as limiting them in the future. 
Lost jobs and lost revenues will be the result, 
and neither will get our economy back on its 
feet. 

The reason is simple: the blackout provision 
is anticompetitive, hurting both banks and their 
customers. It forces customers to choose be
tween the services of the bank, and the serv
ices of the bank's securities affiliate. They 
cannot choose both. This excessive firewall 
creates duplicate regulation and makes it vir
tually impossible for a securities subsidiary of 
a financial services holding company to oper
ate profitably. This is, to say the least, a bad 
way of regaining consumer confidence in our 
Nation's financial system and the marketplace. 
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It is, however, an efficient way of curtailing 

business. Constraining a bank's ability to 
make loans to customers who happen to be 
customers of the bank's securities affiliate will 
devastate both the corporate debt and mort
gage-backed securities business of many 
banks. This is restrictive and unnecessary. 

But it doesn't end there. Title IV also takes 
away existing options for banking organiza
tions to engage in insurance activities and is 
therefore contrary to the procompetitive thrust 
of H.R. 6 as reported by the Banking Commit
tee. It would eliminate: the ability of U.S. 
banks to conduct title insurance activities; 
many of the general insurance activities now 
conducted by small town banks; the authority 
of state banks to underwrite most of the insur
ance products currently authorized by their 
banking departments; and the ability of State 
banks to market new insurance products-in
cluding credit card insurance-on an interstate 
basis, except under very limited conditions. 

Mr. Chairman, title IV as passed ruins what 
had been shaping up to be a good banking 
bill. It leaves in ashes-through a substitution 
in the final hour, mind you-well over a year's 
worth of hard work by the Banking Committee 
to fix the underlying weaknesses of our bank
ing system. Never mind the furtive manner in 
which the Dingeii-Gonzalez language was in
cluded in the bill which exemplifies everything 
the American public distrusts with this institu
tion. Every other provision on deposit insur
ance, regulatory improvement, and nationwide 
banking and branching becomes moot in the 
face of title IV and its anticompetitive view of 
the role of our banks in our nation's economy. 

I urge my colleagues not to simply pass an
other bill the President won't sign. I think the 
vote on striking title IV illustrates this body's 
own hesitancy to proceed with this flawed bill. 
Let's vote this bill down and send it back to 
the Banking Committee to remove the Dingeii
Gonzalez language. I think we can all agree 
that this is no time for half measures. This bill 
is not finished. Let's not pass it until it is. Vote 
no on H.R. 6. 

Mr. COX of Illinois. Mr. Chairman, I am 
greatly disappointed with the shape that H.R. 
6, the Financial Institutions Safety and 
Consumer Choice Act of 1991, has taken as 
we move toward final passage of the bill. 
From the hearings and debate we have had 
on banking reform over the past 18 months, 
we have recognized the declining health of the 
banking industry. While many of our Nation's 
banks are still solvent and profitable, over a 
quarter are currently posting losses. We have 
learned from the mistakes of the 1980's and 
the thrift industry, and must now act in the 
most responsible manner we can to restore 
health to the industry. 

There is no doubt that this legislation has 
some very valuable components. The bill con
tains a provision that will attempt to eliminate 
the too-big-to-fail policy, it requires regulators' 
early intervention in faltering institutions, and it 
maintains current levels of deposit insurance. 
In addition, Congress has shied away from a 
full repeal of Glass-Steagall in this legislation, 
preventing the combination of banking and 
commerce and excessively high concentra
tions of capital. 

All this being said, we must assess what 
this legislation contains that we can call true 

bank reform. H.R. 6 was initially designed to 
give banks new powers and services. By al
lowing banks to get into insurance and securi
ties activities, we were responsibly permitting 
banks to diversify and increase their capital 
levels. Despite this simple concept, the bill has 
strayed so far away from this goal. The restric
tions that the bill contains today between 
banks and new powers are not only prohibi
tive, but regressive. In an effort to create fire
walls, we have eliminated any incentive for 
banks to venture into more profitable markets. 

I believe that the final product of H.R. 6 not 
only fails to fulfill our mission to restore health 
to the banking industry, but will ultimately 
cause more banks to fail. Over the course of 
activity on this bill, I have tried to maintain a 
balanced perspective between large and small 
banks and to assess what we can do to pro
tect the taxpayer from a potentially insolvent 
industry. With these views in mind, I do not 
believe I can vote for H.R. 6 in good con
science. We are simply not doing anything to 
truly reform the banking industry. 

The State of Illinois spent several years 
working to create a system that embraces a 
healthy balance between large and midsized 
banks and community banks, recognizing the 
State's geographic diversity. In the midst of 
the recession, Illinois' system has proven its 
effectiveness and withstood the weakening of 
the Nation's banking industry. I believe the 
Federal Government can learn from the proc
ess followed by Illinois, and understand the 
virtues of moving at a gradual pace. 

H.R. 6 has seemed to move from one ex
treme to the other. Initially, I feared the bill 
could cause too much harm to community 
banks, and now I fear that larger banks cannot 
benefit from the bill in any way. As a result of 
withholding true reform from the industry, it is 
the taxpayer who stands to suffer the most. 
Until we take real steps to make the banking 
industry safe and sound again, the consumer 
gains nothing from this bill. 

I regret that at the end of a several month 
process, Members of Congress have failed to 
work out their differences in this bill. Rather 
than creating a well-balanced compromise, we 
have created comprehensive legislation in 
which nobody wins. I am hopeful that we will 
learn from this lesson, and have the oppor
tunity to revisit these issues in the near future. 
And especially, I am hopeful that we can cre
ate a product that will bring true safety and 
soundness to the banking industry. 

Mr. McMILLEN of Maryland. Mr. Chairman, 
we are considering the most important piece 
of financial legislation in 50 years. Nonethe
less, I rise in opposition to this bill. It continues 
a policy of "heads banks win, tails taxpayers 
lose". 

I supported the bill in the Energy and Com
merce Committee and Subcommittee, but 
aired my reservations about certain provisions 
not under our jurisdiction. My opposition is not 
a reflection of the strenuous work which the 
committees have done, rather, it is rooted in 
my concern that the real problems which un
derlie the system have not been adequately 
addressed in this bill. I would prefer a narrow 
bill which recapitalizes the bank insurance 
fund [BIF], allows interstate banking, and in
cludes the regulatory and FDIC changes 
which have been agreed upon. We should re-

consider expanded bank powers issues only in 
conjunction with a serious reform of the de
posit insurance system. 

This legislation authorizes a $70 billion loan 
for the Federal Deposit Insurance Corporation 
[FDIC]. Technically, the banking industry is 
supposed to pay back the money so that the 
U.S. taxpayer is not forced to pick up the tab. 
This, unfortunately, is not likely. Private econo
mists estimate that the banking industry will 
need a $200 billion investment to restore ade
quate capital levels, bail out failed banks and 
restore the industry's health. 

If the point of the legislation is to make 
banks more competitive, it does not achieve 
this. If the point of the legislation is to limit tax
payer exposure and to avoid future bailouts, it 
does not achieve this. What the bill will do, is 
provide more money for the bank insurance 
fund, without creating market incentives and 
without fundamentally reforming the banking 
system. 

In the public's mind, financial institutions are 
indistinguishable, be they sound or insolvent. 
Well managed banks pay the same insurance 
rates as the poorly run banks, and they have 
the same coverage. Hence, it is in a deposi
tor's interest to find the highest rate of return, 
regardless of risk. There exists no incentives 
for either depositors or managers to exercise 
restraint. This principle was demonstrated in 
the S&L debacle, where the incentives actually 
ran the other way. Millions of dollars in bro
kered deposits sought the highest rates, re
gardless of the soundness of the institution. 
The only risk was and is to the U.S. taxpayer. 

As Franklin Roosevelt predicted years ago, 
deposit insurance would encourage bad busi
ness practices, and encourage reckless lend
ing. Ultimately, we would be insuring incom
petence, and setting ourselves up for massive 
bailouts. 

The FDIC was never intended to protect the 
$900 billion of uninsured deposits, yet the reg
ulatory agencies now use FDIC premiums to 
pay off uninsured deposits, both foreign and 
domestic. 

While the efforts to limit deposit insurance in 
the bill are appealing in principle-such as the 
proposal to limit coverage of multiple ac
counts-! am concerned that this will cause 
disintermediation for small banks, which, iron
ically, have been the sounder elements of the 
system. And although the bill eliminates the 
essentiality clause-too-big-to-fail-there will 
continue to be instances for macroeconomic 
purposes where the FDIC will bail out deposits 
over and above the $100,000 limit, despite the 
changes made by H.R. 6. 

At issue here is the fact that the reform pro
posals don't alter the pricing of deposit insur
ance, which is artificial and does not reflect 
the actual value. An SEC study which came 
out earlier this year showed that the cost of 
deposit insurance systemwide was 
underpriced by $20 billion annually in each of 
the last 1 0 years. This amount is ultimately 
picked up by the system and the taxpayer. As 
Warren Buffet said: 

The government's insurance program needs 
to be overhauled to incorporate the first law 
of insurance underwriting: Rates must be 
based on risk. 

While I applaud the efforts to implement a 
risk-based premium system over the next 3 
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years, I am concerned that the premiums will 
be a sliding scale based more upon what the 
FDIC thinks the banks can pay, rather than 
the price of the risk to the system. Further
more, the underlying premise upon which 
these provisions are based-capital stand
ards-are lagging indicators and do not accu
rately reflect liability. 

The best way to minimize taxpayer expo
sure is to provide a sound deposit insurance 
system, one which infuses market discipline 
and minimizes the public subsidy inherent in 
deposit insurance. I offered an amendment to 
the Rules Committee which would institute a 
reinsurance system for deposits above 
$1 00,000. The specific proposal is not as im
portant as the need to create a system where 
capital is attracted to safer banks, and risky 
lending practices discouraged by market pres
sures. The Senate bill contains provisions to 
establish a 30-year reinsurance pilot program, 
and the House bill creates a study to review 
the issue. Although these are steps in the right 
direction, they are too little and too late. 

If such a market-oriented deposit insurance 
system existed, the debate over specific fire
walls or other such provisions-which has 
been so contentious in the banking reform de
bate-becomes much less important to the 
underlying safety of the system. The concerns 
of many of my colleagues center on the fact 
that the public subsidy of deposit insurance 
will spill over into securities affiliates, insur
ance affiliates, and so forth, even with strin
gent firewalls. 

SCHUMER-MCMILLEN 

With the aforementioned comments in mind, 
there are a number of issues which I support 
in this legislation. Title IV of the bill contains 
one of the most significant consumer safe
guards in the bill-the prohibition against the 
sale of bank securities in the lobby of such 
banks. Specifically, I am making reference to 
section 15D(d) of the committee print. 

These provisions are based in large part on 
legislation which I introduced with Representa
tive SCHUMER earlier this year, H.R. 1023, the 
Depositor Protection and Fraud Act of 1991. 
The origins of the legislation go back to a 
House Banking Committee hearing held 2 
years ago, when I served on that committee. 
The hearing focused on the sale of lobby debt, 
and how many investors purchased high yield 
bonds under the false assumption that they 
were federally insured. The example was, of 
course, Lincoln Savings & Loan. 

The provisions in H.R. 6 guard against a 
repetition of this tragedy by prohibiting the 
sale in a retail branch of a federally insured 
bank or S&L of certain specified types of debt 
or stock of the bank or any affiliate of the 
bank. This restriction does not apply to shares 
of certain mutual funds. 

OPEN BANK ASSISTANCE 

I would also like to commend the Banking 
Committee for its wisdom in continuing a pol
icy which allows the FDIC to provide financial 
assistance to weak banks that are in danger 
of failing, the "open-bank assistance" provi
sions. The FDIC is allowed this authority only 
in the instance where it is necessary to keep 
the bank afloat while it repairs its capital, and 
if doing so would cost less than closing the 
bank, and the management was determined to 
be competent and had not violated any laws 

or regulations or otherwise took actions jeop
ardizing the institution. This is in keeping with 
Franklin D. Roosevelt's program of the Gov
ernment acquiring preferred stock in well man
aged banks, in an effort to ensure the banks' 
survival until better economic times. 

The bottom line is that we need to find the 
least cost way of resolving undercapitalized 
banks. The policy behind the open bank as
sistance provisions makes sense-it is in the 
best interest of the banks, and in the best in
terest of the taxpayer. 

INTERSTATE BANKING 

Regarding the interstate banking provisions, 
title Ill of the bill contains a much-needed re
laxation of Federal laws preventing banks from 
operating across State lines. I support inter
state banking, but do agree that State's rights 
should not be usurped by a Federal law in this 
area. It is simply prudent to respect such 
rights, and allow a State to "opt out" of the 
system. This kind of deference is necessary in 
a union of States as diverse as in this country. 
The Vento amendment establishing a 3-year 
period for States to opt out of the interstate 
branching system is a healthy balance in this 
area. 

CORE BANK 

While the core bank proposal is very ap
pealing, and in keeping with my emphasis on 
limiting deposit insurance coverage, I opposed 
the core bank amendment on the floor. The 
reason for my opposition was based on the 
fact that this idea needs further review. Such 
a far reaching proposal raises numerous ques
tions, ranging from the impact on capital shifts 
to the fallout on wholesale banks. However 
appealing or sound such a proposal may be, 
lingering questions demand thorough study. 
For this reason, I could not support the pro
posal this year, but hope the issue is reviewed 
in the future. 

FDIC PRIVATE SECTOR AMENDMENT 

In keeping with the least cost approach to 
resolving failed banks, I would note that within 
H.R. 6 is a provision amending the Federal 
Deposit Insurance Act to instruct the FDIC to 
utilize the services of private persons, such as 
real estate and loan portfolio asset manage
ment whenever practicable. This is similar to 
an amendment which I sponsored, and which 
was subsequently adopted, during the debate 
on the Financial Institutions Reform, Recovery, 
and Enforcement Act of 1989 [FIRREA]. The 
FDIC has been operatihg under a different 
policy from the Resolution Trust Corporation 
[RTC] during this time, and the provisions in 
H.R. 6 simply resolve this discrepancy. 

Admittedly, the record on the RTC's utiliza
tion of the private sector has been mixed. The 
RTC has been slow to implement a com
prehensive system, but, as I understand it, the 
RTC has developed plans to contract out up 
to 80 percent of the 140 billion dollars' worth 
of assets which it currently holds to some 
45,000 registered contractors. The point is that 
although the RTC has been slow to fully utilize 
the private sector, the RTC simply does not 
have the manpower nor the expertise to dis
pose of such an immense quantity of assets, 
and neither does the FDIC. If we are going to 
see a return on any of the funds which cur
rently are being authorized for the BIF or the 
RTC, it will only be if we effectively and effi-

ciently dispose of the assets which the Gov
ernment is accumulating. Using the private 
sector for this function makes sense, both for 
the RTC and for the FDIC. 

KENNEDY AMENDMENT 

While I am very sympathetic with the inten
tions of the community benefit standards 
amendment offered by my colleague from 
Massachusetts, I opposed it for a number of 
reasons. To begin with, I feel strongly that if 
we really want to increase the competitiveness 
of banks, the last thing we need to do is add 
another layer of regulation to the industry. Fur
thermore, there are numerous provisions in 
the bill which bolster the Community Reinvest
ment Act, aside from the 1 0 major consumer 
laws enacted in the last few years. 

The real problem behind this issue, how
ever, is not whether we are for or against dis
crimination. Clearly no one is. Nor is the issue 
whether or not we have sufficient laws on the 
books. The problem is that the administration 
does not enforce the laws currently on the 
books, nor does it have the resolution to really 
battle the instances of discrimination. There is 
very little that Congress can do if the adminis
tration refuses to enforce the law. Unfortu
nately, passing new laws or adding another 
layer of bureaucracy to an already cum
bersome regulatory apparatus is not the an
swer. 

In summary, while there are many bright 
spots to this legislation, in the final analysis I 
have to oppose it. The bill adds more layers 
of bureaucracy on banks without adequately 
addressing key problems in the system. With
out the kind of fundamental reforms that I 
have outlined, without instituting some kind of 
free market pressure to ensure accountability, 
without adopting a reinsurance based Federal 
deposit insurance system, the recapitalization 
of the BIF will simply become one more tax
payer bailout. In good conscience, I cannot 
support this. 

Mr. FRANKS of Connecticut. Mr. Chairman, 
I rise in opposition to H.R. 6, the Deposit In
surance and Regulatory Reform Act of 1991. 
My opposition to this bill rests mainly with my 
concerns over title IV of the bill as amended. 

This bill was introduced for three reasons: 
First, to recapitalize the bank insurance fund; 
second, modernize banking laws to increase 
competition in banking industry, and third, to 
modernize the banking regulatory structure. 

Title IV was the section of the bill aimed at 
increasing competition in the banking industry. 
Title IV, as reported by the Banking Commit
tee would have strengthened the role of cap
ital by allowing banks to enter new activities 
and services based on solid capital levels. 
However, the House was not allowed to vote 
on this issue as the Energy and Commerce 
version of title IV was substituted. The Energy 
and Commerce version of title IV is a step 
back in banking and makes no attempt to 
modernize the bank industry. I believe that 
banks would lose competitive ground under 
the Energy and Commerce and would be bet
ter off under current law. For this reason, I 
voted for the amendment to strike title IV from 
the bill. 

I support title Ill which will introduce inter
state banking and branching throughout the 
country. I believe that this provision will allow 
banks to streamline their bureaucracy and 
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interstate banking will prevent regional depres
sions from destroying the banking commu
nities in these areas. 

In addition, I supported the amendment to 
limit deposit insurance for individuals to 
$100,000 per person per institution with an ad
ditional $100,000 per person per institution on 
individual retirement accounts. Current deposit 
insurance coverage is too broad. This modest 
scaling back of deposit insurance is the appro
priate move to make at this time. Most Ameri
cans do not come close to having $1 00,000 in 
deposits. Fewer than 6 in 100 households 
have deposits totaling more than $1 00,000. I 
believe this is a prudent and much needed re
form in the deposit insurance system. Unfortu
nately, this amendment did not pass. 

While this bill does contain the recapitaliza
tion for the bank insurance fund [BIF], I cannot 
support a measure which was intended to 
modernize the banking industry and instead 
moves the industry even further behind. Mr. 
Chairman, it is my hope that this bill will not 
pass and that instead the Banking Committee 
will first report a bill to recapitalize the BIF and 
then reach a consensus on modernizing the 
bank industry and regulatory structure . 

Mr. MOODY. Mr. Chairman, I stand in sup
port of final passage of H.R. 6, the Deposit In
surance and Regulatory Reform Act of 1991. 

I feel that this bill brings several essential 
improvements to the banking industry that will 
help steer the industry away from the tragic 
path that the S&L's followed. 

Specifically, title II of this bill provides many 
provisions that will strengthen Federal super
vision and examination of banks and thrifts. 
The bill outlines precise levels of capital below 
which Federal banking regulators will be re
quired to intervene promptly and implement 
strict reform strategies and recapitalization 
procedures for these institutions. This will pre
vent the problem of keeping weak banks open 
in the vain hope that they will be able to grow 
their way out of their problem. This ends up 
costing U.S. taxpayers even more. Early inter
vention is the public's best safeguard, and this 
bill makes it a requirement. 

This bill would also require the Federal De
posit Insurance Corporation to use the least 
costly method of resolving troubled institutions, 
and the bill contains several provisions which 
would increase Federal Reserve regulation of 
foreign banks operating in the United States. 

I also am pleased that limited additional 
powers were given only to the banks with the 
highest level of capital, level 1. I do not feel 
that banks which have undergone risky and 
unsuccessful operations should be allowed to 
assume powers which may prove to be even 
more speculative than the loan processes that 
were abused. 

Mr. Chairman, I also want to speak out in 
strong support of the strong firewalls and re
strictions that this bill places on the banks that 
will be able to assume new powers. Even the 
well-capitalized institutions should be watched 
closely as they .enter new territory, and this bill 
requires strict supervision by both the Federal 
Reserve and the Securities and Exchange 
Commission. 

Finally, I point out that the Nation's largest 
banks want to defeat this bill because they 
think it is too tough. The White House agrees. 
But the consumers, small community bankers, 

and depositors in Wisconsin that I have spo
ken to over the past 5 days have told me to 
support this bill. 

Wisconsin banks are well run and well cap
italized. They are not the cause of this prob
lem. We need a law that forces banks in other 
states to act as responsibly. This is that bill. 

For these reasons, Mr. Speaker, I support 
final passage of H.R. 6. 

Mrs. MEYERS of Kansas. Mr. Chairman, it 
is with great reluctance that I cast my vote in 
favor of final passage of H.R. 6, the Deposit 
Insurance and Regulatory Reform Act. Many 
of the amendments I supported in hopes of 
improving the product were defeated. How
ever, I am holding my nose and voting "aye" 
in the fervent hope that a bill will emerge from 
the House-Senate Conference Committee that 
is a better piece of legislation than H.R. 6. 

It is absolutely vital that Congress take ac
tion to recapitalize the bank insurance fund 
before the end of this year. As Members of 
this body should know from the S&L mess, the 
price of a wait-and-see policy was very high. 
Fully 50 to 60 percent of the cost the tax
payers have been paying to bail out the S&L's 
was due to Congress' inability to take timely 
action and minimize that problem. Defeating 
H.R. 6 at this point in the process may doom 
Congress to repeating the same mistake. The 
bank insurance fund is nearly broke. Should 
the money run out by the end of the year with 
no recapitalization plan in place, the FDIC 
cannot step in to liquidate insolvent institu
tions. Those persons managing the insolvent 
institutions will seek to make high risk, high 
yield loans to pull themselves out of their des
perate situation. The end result will be much 
higher losses to the bank insurance fund when 
Congress finally gets around to the issue at 
hand and addresses recapitalization-without 
the added clutter of new bank powers, fire
walls, and the like. 

I do not categorically oppose new powers 
for banks. In fact, I believe some expansion of 
bank powers, with proper regulation, may be 
necessary to render the United States finan
cial institutions more competitive in the global 
market. However, first things first! I believe we 
should recapitalize the insurance fund, and 
make sure our banks are healthy. Unfortu
nately, the vehicle the House has been pre
sented for prompt action on recapitalizing the 
insurance fund is not confined to that purpose. 

Mr. Chairman, it troubles me to have to cast 
a "yes" vote on a bill that I probably wouldn't 
support, under different circumstances. How
ever, I will not play a part in perpetuating a sit
uation among our Nation's banks that existed 
a few years ago among our S&L's. By voting 
for H.R. 6, I am voting to keep the legislative 
process moving to address an urgent problem. 
I firmly believe it is the only responsible thing 
to do. 

Mr. MAVROULES. Mr. Chairman, most re
cently, October 25 to be exact, the Adminis
trator of the Small Business Administration Pat 
Saiki stated: 

America's small businesses are poised to 
lead the country into an economic recovery 
if they can get enough support from the 
lending community. 

Federal Reserve Board Chairman Alan 
Greenspan, stated this week that the economy 
is struggling to move forward and he blamed 

a nationwide credit crunch. Lower interest 
rates and Treasury regulatory reforms have 
not improved the credit conditions. 

During the House debate on legislation 
today to recapitalize the Federal Deposit In
surance Fund and restructure banking activi
ties, I find it appropriate to reiterate the need 
for banks to responsibly support the capital 
needs of small businesses. 

I wish to advise my colleagues' that New 
England has been experiencing a serious 
credit crunch for the last 18 months. 

The House Small Business Committee held 
hearings on the credit crunch in April, 1990 
and again in March, 1991, at which time, in 
spite of statistics to indicate otherwise, regu
lators and the President did not feel a tight 
credit market existed. In April of this year 
many of the President's economic advisors 
predicted that the recession would soon be 
over and we would enter a period of economic 
growth. 

This, of course has not happened. 
The New England economy has suffered 

considerable setbacks during the recession, 
resulting in some of the highest unemployment 
figures in the country. 254,000 New 
Englanders have lost their jobs in the last 2 
years, 20 percent of the Nation's total. An in
credible figure when New England makes up 
only 5 percent of the U.S. population. In April 
of this year, five of the six New England 
States had unemployment rates substantially 
higher than the national average of 6.8 per
cent. 

The decline in capital in the region from 
September 1988 to December 1990 has 
slipped by 25 percent. The national decline is 
only 3 percent according to Federal Reserve 
data. 

Mr. Chairman, in 1990, New England busi
ness failures rose 193 percent over 1989, 
while nationally business failures were up only 
14.5 percent. The economic horror story of the 
region goes on and on. The national picture is 
not much better. 

As you know 60 percent of the Nation's 
work force are employed by small businesses, 
and 50 percent of new jobs by the year 2000 
will be created by small businesses. There
fore, it is crucial that we protect the backbone 
of our Nation's economy. 

Furthermore, I agree with the President 
when he stated on September 30, 1991 and I 
quote "I worry about the economy. These are 
tough times. But we can do something about 
it." I also agree with him on his October 2 
statement and I quote "We must create the 
right climate for business to flourish". 

For these reasons, I joined other members 
of the New England delegation in introducing 
the Small Business Recovery Act of 1991, 
H.R. 3419. The Senate companion bill is S. 
1753, and I applaud Senator LIEBERMAN and 
Senator DODD for sponsoring it. This measure 
would put capital back into the marketplace by 
making $500 million available to small banks 
for capital loans to small businesses. 

Large businesses and large banks can ob
tain the necessary capital. It is the smaller 
ones that need our assistance and help. Con
gress must act now to preserve the jobs that 
are left and, most importantly, allow these 
businesses to expand. 

One of the major differences between this 
recession and that of 1982 is the availability of 
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credit. I find it very disturbing and distressing 
that businesses all across the region can not 
secure needed capital in which to carry out 
business functions, yet these businesses are 
profitable and pay their loans back. 

I must reiterate the importance of H.R. 3419 
and the impact it will have on areas of the Na
tion that is in real economic trouble. The sta
tistics can be recited all day long, but what we 
need in New England is capital for our small 
businesses and we need it now. 

Mr. Chairman I would like to enter a state
ment by the president and chief executive offi
cer of the New England Council Nick 
Koskores which clearly outlines in great detail 
the economic hardships the small business 
sector in New England is experiencing. 

Statement referred to follows: 
STATEMENT OF NICHOLAS P. KOSKORES, PRESI

DENT AND CEO, THE NEW ENGLAND COUNCIL, 
INc. 

INTRODUCTION 
Mr. Chairman and members of the sub

committee, thank you for this opportunity 
to appear before you to present my views on 
the impact the credit crunch is having on 
the New England economy. 

My name is Nicholas P. Koskores, and I am 
President and Chief Executive Officer of the 
New England Council, the nation's oldest re
gional business group. Founded in 1925 by 
business leaders and the six New England 
Governors, my organization also happens to 
be the most successful example of regional 
cooperation between the public and private 
sectors in the United States. 

Since its very beginnings, The New Eng
land Council has dedicated itself to improv
ing the economic vitality and the overall 
quality of life in the six state region. 

I am here today to bring to your attention 
the disastrous impact the credit crunch is 
having on our, and to a growing degree, the 
nation's, economy. 

I also want to share with you our thoughts 
on how to address this problem, which is dry
ing up business activity, threatening the 
banking system that stands behind business 
development, and costing us jobs. 

To show you the depth of concern in New 
England, The New England Council is a part 
of an even broader regional coalition, some 
of whose representatives are sitting besides 
me, representing well over 10,000 regional 
businesses. 

This coalition of ten thousand includes the 
Smaller Business Association of New Eng
land, The Greater Hartford Chamber of Com
merce, the Connecticut Business and Indus
try Association, the Connecticut Bankers 
Association, the Greater Providence Cham
ber of Commerce, the Associated Industries 
of Massachusetts, the Massachusetts Busi
ness Roundtable, the Massachusetts Bankers 
Association, the New Hampshire Bankers As
sociation, and the Business and Industry As
sociation of New Hampshire. 

All of us have been hard at work with the 
New England Congressional delegation since 
January of this year, trying to find construc
tive solutions to the region's number one 
problem today. 

THE NEW ENGLAND ECONOMY 
Mr. Chairman, the recession in New Eng

land began a year and a half before the na
tional recession, and has been much, much 
deeper. Total employment in New England, 
which peaked in January, 1989, had fallen 6.5 
percent by March, 1991. In comparison, na
tional employment continued to rise through 
June of 1m-17 months after New England 

had reached its peak-and fell only 1.5 per
cent by March of this year. 

Between 1984 and 1991, New England lost 
over 22 percent of its manufacturing employ
ment. Putting more of a human face on this 
statistic, that translates into some 335,000 
workers who lost their jobs. But employment 
data does not tell the whole story. Sector by 
sector our industries have been losing mar
ket share to international competition and 
to other regions of the United States. 

More significantly, New England's small 
business community has had its feet 
knocked out from beneath it. Last year saw 
a 193 percent increase in business failures in 
New England-close to twenty times the na
tional failure rate over the same span of 
time. 

New England is heavily reliant on small 
business and small technological start-up 
firms for its economic vitality. Unlike the 
past, New Englanders cannot expect another 
big job-producing major industry-like tex
tiles or the high technology manufacturing 
sector-to bail the region out. To the con
trary, New England's economic renaissance 
will depend on the many mini-engines of 
growth found in the small business and en
trepreneurial sector. 

This brings me to what makes today's re
cession worse than past recessions. During 
the 1982 recession, New England entre
preneurs were still able to find opportunities 
to finance business development, and they 
played a big role in making the region's 
economy the strongest in the nation during 
the mid-1980s. I very much doubt that those 
same opportunities would have existed in 
1982 if credit was as tight then as it is today. 

Small business is also the most important 
contributor to the nation's economy. Over 
half of all jobs in the United States are cre
ated by small business. According to some 
accounts, small business is also expected to 
create about 60 percent of all new jobs na
tionally through the end of this century. 
Fortune 500 companies no longer have that 
potential. As the credit crunch rolls west
ward across the nation, you can be sure that 
more and more small businesses will be 
threatened. 
THE RELATIONSHIP BETWEEN SMALL BUSINESS 

AND BANKS 
Small business is heavily reliant on bank 

credit and a close relationship with the local 
bank to fund its operations. Big business, on 
the other hand, has other options to secure 
financing. When bank capital dries up, fur
ther weakening the banking system, small 
business development is undercut. Richard 
Syron, President of the Federal Reserve 
Bank of Boston, who appeared earlier before 
you, documents that New England has expe
rienced a far greater loss of bank capital 
than elsewhere in the nation. I submit to you 
that there is a causal relationship between 
the steeper decline in bank capital in New 
England and its disproportionately higher 
business failure rate. 

Here are some numbers that dramatize the 
extent of New England's credit crunch: 

New England banks have experienced a 20 
percent loss of capital; the nation, a rel
atively modest 3 percent decline in capital. 

The total commercial and industrial loans 
at New England thrift and commercial banks 
declined about 15 percent or $7 billion, rep
resenting about 45 percent of the national 
decline in loans. 

According to the Smaller Business Asso
ciation of New England, 35 percent of its 
members, responding to the question, "Has 
your bank renegotiated, capped or suspended 
lines of credit?" answered in the affirmative. 

According to a survey by the Connecticut 
Business and Industry survey, approximately 
82 percent of the membership believes that 
there is a credit crunch. 

In a survey by the Business and Industry 
Association of New Hampshire, 74 percent of 
its respondents said there is a credit crunch; 
4 out of ten respondents said that they were 
having difficulty obtaining credit. 

According to the Massachusetts Industrial 
Finance Agency, one-half of the respondents 
to its survey indicated that they were having 
significant problems obtaining credit. The 
Associated Industries of Massachusetts re
port similar problems in its membership. 

I am enclosing with my testimony a sum
mary of selected responses to an Associated 
Industries of Massachusetts survey on credit 
availability that provides some concrete ex
amples of the problems small companies are 
facing. 

In sum, what New England is today experi
encing has been accurately characterized as 
a "death spiral," beginning with a weak 
economy; exacerbated by a desperate bank
ing crisis and numerous bank failures; and 
threatening to destroy the crucial role small 
business can play in pulling New England 
out ofits current decline. 

But the credit crunch and banking crisis 
can longer be isolated in New England. It has 
finally, indeed, been recognized as a national 
problem, involving also the rapidly climbing, 
astronomical cost to the Federal Deposit In
surance Corporation and the Resolution 
Trust Corporation to bail out banks an man
age their seized assets. Recent statements by 
Commerce Secretary Mosbacher and White 
House Economic Advisor Boskin recognize 
the national dimensions of the problem. Un
fortunately, Treasury and the other banking 
agencies offer no solution other than to keep 
on coming back to the taxpayer for more 
money. 

THE SMALL BUSINESS RECOVERY ACT OF 1991 

Mr. Chairman, as best as I can, with as 
much detail as I could muster, I have tried 
to present the scope of the problem confront
ing New England businesses, and to describe 
the importance of sound banks to business 
development. Others on this panel will be 
even more graphic. 

But speaking for The New England Council 
and the broader coalition of which The Coun
cil is a part, we find it unsatisfactory merely 
to wring our hands in public and complain. 
And we find it unacceptable to subject the 
American taxpayer to higher taxes when bet
ter solutions are available. 

On behalf of The New England Council, let 
me offer a modest, but constructive proposal 
for the consideration of this panel. It is the 
product of The New England Council's Task 
Force on Credit Availability, chaired by my 
fellow panelist, Mr. Sheldon Pollock. 

Called the Small Business Recovery Act of 
1991 (S. 1753), it was recently introduced by 
Senators Joseph Lieberman and Christopher 
Dodd of Connecticut. A companion bill has 
also been filed on the House side (H.R. 1349) 
by by U.S. Representatives Nicholas Mav
roules of Massachusetts and Nancy Johnson 
of Connecticut. 

S. 1753 represents a very do-able program 
that can help New England and, I believe, 
the nation in response to the credit crunch. 
The bill's aim is to establish a targeted, self
financing pilot program in New England. 
Specifically, it would authorize the Small 
Business Administration to guarantee the 
purchase of stocks or debentures in banks on 
condition that the eligible banks lend to 
worthy small businesses. 

Moreover, the legislation focuses on small
er banks, traditionally the ones who lend to 
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small business: Only banks with assets under 
$1 billion would be eligible for the program. 
The maximum amount to be guaranteed an
nually by the Small Business Administration 
would be $425 million, to be spread equitably 
throughout the region. Moreover, the pro
gram limits the total investment per bank to 
$4.5 million. 

The program would also be self-financing. 
Eligible banks would be assessed an origina
tion fee and an annual premium of two per
cent of the dollar amount guaranteed by the 
Small Business Administration to cover the 
cost of the program. 

What does this mean to small business? 
Simply, it means that for every new dollar in 
bank capital, bank assets increase 12-fold. 
Using a 70 percent loan-to-deposit ratio, it 
means that for every bank with $60 million 
in new assets, there could be over $38 million 
in new loans made available. 

To paraphrase, money is the root of all en
terprise. New available credit translates into 
greater business activity and productivity
and more jobs. 

Ideally, we in New England would like to 
see some form of open bank assistance, or a 
new Reconstruction Finance Corporation. 
During the depression, the RFC actually held 
close to 50 percent of all bank capital. But 
political realities compel us to join you in 
practicing the art of the possible. 

Because of its targeted nature and self-fi
nancing mechanism, the Small Business Re
covery Act of 1991, while not a panacea, 
seems to us to be a solid forward step. Ulti
mately, we see this pilot program as a model 
adoptable for use elsewhere in the nation. 
Thus we urge your favorable consideration of 
s. 1753. 

Again, thank you for this opportunity to 
testify. Mr. Chairman, on behalf of The New 
England Council, I want to thank you for 
your leadership, and that of Senators Dodd 
and Kerry, on this important issue. 

I would be pleased to take any questions 
you may have. 

Mr. RIGGS. Mr. Chairman, I am happy to 
report that once again we've managed to 
snatch defeat from the jaws of victory. I am 
appalled at the direction this legislation has 
taken on the floor of the House. 

In a time of economic recession, it seems 
contradictory to me to claim we are attempting 
to reform the financial system, in an effort to 
protect the taxpayer from another S&L style 
debacle, at the same time we make it impos
sible for depository institutions to operate in a 
profitable manner. When the Banking Commit
tee reported H.R. 6, it was with a sense of 
logical give and take. We established a link
age between increased bank insurance fund 
premiums with more stringent regulation and 
broadened powers with expanded business 
horizons. 

I have honestly never seen the credit mar
kets in California more skittish. In conversation 
with a number of bank executives from the 
First Congressional District I have heard the 
same litany of frustration. Bankers are saying 
that in addition to being battered by a declin
ing real estate market and generally poor eco
nomic conditions, they are being strangled by 
the regulators. They are having to increase 
loan loss reserves on even current loans. 
Bankers see the only alternative is to shrink 
assets and stick to the safest possible course. 
In other words, batten down the hatches and 
weather the storm as best they can. 

The administration sent us a balanced, well
crafted package, albeit controversial in many 

respects, but still a bill which would have had 
the net effect of strengthening the American 
banking system. 

The Banking Committee acted responsibly 
by carefully considering and debating at some 
length all facets of the legislation. The results 
reported was a progressive and responsible 
bill. 

Now the emphasis has shifted from policy 
and substance to special interest politics with 
the result that the bill has been twisted beyond 
repair or recognition. 

The path Congress has taken with this bill 
will lead to the following: 

First, further "ratcheting" down of regulation; 
regulation so onerous and burdensome that 
the profits of banks will be greatly diminished. 

Second, a bill that will do nothing to address 
the severe macroeconomic problems in the 
United States or stimulate capital formation 
and job creation. 

Third, a bill that could very well make mar
ginally solvent banks insolvent and healthy 
banks significantly weaker. The net effect of 
which will be increasing, not lessening, the 
strain on the BIF and the risk of a large-scale 
taxpayer bailout of the banking industry. 

Mr. OBERSTAR. Mr. Chairman, after careful 
consideration and deliberation, I have decided 
to vote no on the final passage of the Deposit 
Insurance and Regulatory Reform Act (H.R. 
6}. 

Like most Members in this body, I realize 
that our country's banking industry is reeling 
from the effects of economic recession and 
years of negligent regulatory enforcement dur
ing the height of the 1980's borrow, lend, and 
spend craze. The collapse of over 400 banks 
since President Bush took office is morbid tes
timony to this legacy of regulatory negligence 
and deterioration of the national economy. 

The rash of bank failures has put an enor
mous strain on the Federal Deposit Insurance 
Corporation's [FDIC's] bank insurance fund 
[BIF], which is on the verge of being depleted. 
Replenishing the BIF is critical, and I support 
the bill's FDIC recapitalization provisions for 
achieving that goal. 

However, I cannot support a bill that takes 
steps such as this bill does toward deregulat
ing big banks. When savings and loans 
[S&L's] were deregulated in the early 1980's, 
the Reagan administration assured Congress 
that the risks were low and the returns to the 
economy would be high. The financial debacle 
that followed led to the most expensive Gov
ernment bailout in our Nation's history. Now 
the Bush administration is trying to sell Con
gress on the merits of loosening regulations 
on banks, promising that "free and open com
petition" will lead to a stronger and more prof
itable financial services industry. 

Providing security services and permitting 
wide-scale interstate branching are said to be 
small steps that will allow big banks to be
come profitable. We have also been assured 
that adequate "firewalls" and other protections 
will be implemented to prevent another S&L fi
asco from developing. I've served in this 
House long enough to have seen too many 
"small" steps turn into "first" steps. Once the 
torch is lit, amendments, reconciliation bills, 
and other legislative vehicles can easily burn 
down firewalls, leaving us with an inferno blaz
ing out of control. Call it whatever you'd like; 
this is a "deregulation" measure. 

We should pause a moment here, before 
the vote on passage and recall the lessons of 
the savings and loan experience: the failed 
judgments of S&L officials in the marketplace, 
and the failure of the Federal Governmenfs 
S&L regulatory agency to act vigorously in the 
public interest to prevent or to correct abuses. 
I cannot and will not support any bill that, no 
matter how remote the possibility, could lead 
us down the S&L path. Therefore, I will vote 
against H.R. 6 in its present form. 

Mr. HOUGHTON. Mr .. Chairman, very briefly 
let me urge my colleagues to recommit this bill 
as it appears to emerge for these past few 
days dictate. In brief it is a bad bill. It shuns 
reality. It is an intellectual answer to a real 
world problem. 

Two points: 
First, the Banking Committee worked for 2 

years on a bill. Over a few days this was 
scrapped, and through the old tried and true 
method of smoke filled roomanship, a new bill 
was given birth. It had little resemblance to the 
2-year product. I call this unprofessional. We 
also pledge to give this body respect, and 
when there is a reason we thumb our nose at 
it. 

Second, the point I would like to make is 
that the entire reason for a Banking bill is to 
help the financial structure of this country, not 
hurt it. We already face enough trouble with 
the savings and Joan fiasco. Why, I ask you, 
must we wake it worse. I thought our job was 
to help Americans face a new world of com
petition. When I first became associated with 
banking the United States had 8 out of the 10 
largest, most profitable banks in the world. 
Today we offer up only 1 in the top 25. 

Title IV I predict will eliminate that last one. 
It ignores the real world. Keep it and we de
serve what we get-continued, creeping obso
lescence. Why-why do we continue doing 
this to our selves. 

I urge my colleagues to vote for recommital. 
Thank you. 

Mr. WEISS. Mr. Chairman, I rise in support 
of H.R. 6, the Deposit Insurance and Regu
latory Reform Act of 1991. Years of inquiry, 
testimony and examination by the House 
Committee on Banking, Housing, and Urban 
Affairs have culminated in this historic reform 
vehicle which will prudently modernize our 
banking system while reinforcing various safe
ty mechanisms. It is of the utmost importance 
to my constituents in New York City to mini
mize taxpayer exposure while simultaneously 
reinvigorating the commercial banking industry 
of our city and Nation. H.R. 6 addresses these 
two vital concerns. 

The need for reform is clear and urgent. Na
tionwide, one of every eight banks is losing 
money, with hundreds more operating on 
small or virtually nonexistent margins. The 
present decline reaches proportions we have 
not seen since the depression, ironically, when 
many of the laws we now are reforming, were 
first enacted. From 1933, when federally guar
anteed deposits came into existence, to 1979, 
we witnessed the failure of 558 insured banks, 
an average of 12 failures per year. However, 
from 1980 to 1990, 1 ,200 insured banks either 
failed or were rescued by the Federal Deposit 
Insurance Corporation [FDIC], an average of 
120 per year-or an annual rate 1 0 times 
greater than the previous 46 years. Even more 
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striking was the pace of failures during the last 
3 years of the past decade. Between 1986 
and 1989, there were 603 failures, that's 200 
per year. The losses posted by major banks in 
the last 2 years, the subsequent rush to con
solidate, and the near-desperate sale of as
sets, illustrates that things have not improved. 
Unfortunately, the bleak performance of our 
banks are not self contained, they ripple 
exponentially through our economy. The inevi
table credit crunch incurred by bank losses 
and failures have grounded an economic re
covery to our recession from ever taking off. 

As the guarantor of deposits, our Govern
ment backs the depositors of the banking sys
tem. Make no doubt about it, the swift and 
fundamental reforms included in H.R. 6 are 
desperately needed, if we are to see the bank
ing industry rise from the canvass mat. 

Title I of H.R. 6 contains what may be the 
bills' most urgently needed and important pro
vision, the recapitalization of the bank insur
ance fund [BIF] which provides deposit insur
ance coverage to banks. It is estimated that 
BIF will only have a balance of $2.9 billion in 
its coffers by the end of 1991, and given FDIC 
predictions that 137 banks will have failed dur
ing 1991 and 200 more are expected to join 
their ranks in 1992, the fund is now effectively 
insolvent. The FDIC emblem, prominently dis
played in bank windows and teller booths 
across the country, is a powerful symbol pro
viding security and piece of mind to every de
positor who utilizes a federal! insured institu
tion. The Government must keep and will keep 
its nearly 60 year old promise to back those 
deposits. H.R. 6 increases the FDIC's line of 
credit with the Treasury from $5 billion to $30 
billion. These funds would be used to cover 
losses of federally insured banks if FDIC funds 
are depleted. The extended line of credit will 
be financed through the assessment of a spe
cial premium on federally insured institutions. 

Under the bill, the FDIC may not use its 
Treasury line of credit unless the FDIC and 
the Treasury department establish a schedule 
under which the borrowed funds will be repaid. 
This schedule must show that the premium in
come of the FDIC is sufficient to repay the 
funds borrowed and the interest that accrues. 
The General Accounting Office will be required 
to report quarterly to Congress on the FDIC's 
progress in repaying these borrowed funds. 

The measure incorporates numerous other 
provisions which reduce the risk of future 
losses to the FDIC fund and reduces taxpayer 
exposure to another bailout. These changes 
include eliminating the "too-big-to-fail" policy, 
prohibiting undercapitalized institutions from 
accepting brokered deposits, establishing risk
based premiums for banks, mandating uniform 
auditing and accounting standards, strength
ening oversight of foreign banks' U.S. activi
ties, creating an early intervention system in 
cases of soon-to-be defunct banks and requir
ing the FDIC to pursue least-cost resolution 
for those institutions that have gone under. 

H.R. 6 also contains provisions addressing 
consumer protections and service to dis
tressed communities. The measure seeks to 
ban the practice of using the endorsement of 
a check as an authorization for the automatic 
withdrawal of funds from an endorser's ac
counts. In addition, the bill establishes the 
Bank Enterprise Act under which financial in-

stitutions could reduce their deposit insurance 
premiums for increasing their activities in dis
tressed communities. 

As well as protecting consumers and tax
payers, the bill enacts many provisions to 
make banks more financially and internation
ally competitive. H.R. 6 eliminates existing re
strictions on interstate banking and branching 
imposed under the McFadden Act of 1927 and 
the Bank Holding Act of 1956. The measure 
would permit bank holding companies to ac
quire banks or bank holding companies lo
cated in other States without restriction and to 
operate those banks as direct branches, effec
tive 3 years after enactment. The bill also 
ends the prohibition against the branching of 
federally chartered banks in other States, ef
fective in 3 years. States would be permitted 
to impose certain filing requirements upon out
of-State national banks, but only if they are 
similar to requirements imposed on other out
of-State businesses. 

The current bill permits banks to affiliate 
with securities firms that could engage in a full 
range of securities activities. However, securi
ties activities other than certain municipal se
curities, would have to be moved to either a 
subsidiary of the bank or an affiliated securi
ties firm. These ample powers are tempered 
by the establishment of strong firewalls to en
sure the integrity of the securities markets and 
further safeguard the deposit insurance sys
tem. In addition, the legislation continues the 
present prohibition on commercial ownership 
of banks and affiliation with insurance compa
nies. 

Banks do need to stand on a more competi
tive basis with other financial service provid
ers, but that reform cannot be made at the ex
pense of the American taxpayer. To allow 
banks broad diversification into securities' ac
tivities in order to bring about their recovery, 
without erecting solid firewalls, is like trying to 
put out a blazing fire with a shower of gaso
line. H.R. 6, in its present form, provides 
much-needed diversification with sensible reg
ulatory and enforcement muscle. I urge my 
colleagues to support its passage. 

Mr. MATSUI. Mr. Chairman, I would like to 
take a moment to compliment the chairman of 
the House Banking Committee, the ranking 
member and the members of the committee 
for assuring that pass through deposit insur
ance on section 457 plan funds continues. As 
the chairman knows, in May of this year I in
troduced legislation which would have contin
ued pass-through deposit insurance on section 
457 plan funds. These funds are deferred 
compensation arrangements available only to 
employees of State and local governments. 
Legislation is necessary because unless Con
gress acts, pass-through deposit insurance on 
these funds will expire on January 29, 1992. 
This will be harmful to hundreds of thousands 
of depositors, but perhaps nowhere more than 
in my own State of California where more than 
any other State, government employees have 
found the 457 plan very attractive and have 
used them extensively. 

Let me briefly explain why government em
ployees find 457 plans so attractive and why 
I am strongly in favor of the Banking Commit
tee's action and the provisions of H.R. 6 which 
protect deposit insurance on 457 plans. A 457 
plan is a deferred compensation plan which is 

available only to employees of State and local 
governments. It permits a maximum of $7,500 
in wages to be deferred annually. Since 1986, 
the only deferred compensation program that 
an employee of State or local government can 
have is a 457 program. Thousands of Califor
nians and hundreds of thousands of public 
employees throughout the country now use 
457 programs. For example, employees of the 
city of Los Angeles, Sacramento, San Diego 
and New York are actively involved in 457 
plans. Nationally, as many as 150,000 govern
ment workers have placed funds in 457 plans. 
The funds can be invested in a number of in
vestment vehicles, including insured deposits 
in financial institutions. Without enacting the 
appropriate provisions of H.R. 6, however, 
those deposits will become uninsured, leaving 
about $31f2 to $4 billion in government em
ployee funds, now in financial institutions, pri
marily thrifts, uninsured. 

I believe that, if this Congress does not act, 
some of the most valued people in our soci
ety-firemen, policemen, teachers, nurses, 
judges, forest rangers, clerical workers, sanita
tion workers, and many, many more-will feel 
that a promise has been broken. That promise 
was made when these workers, in good faith, 
placed funds in financial institutions believing 
that those funds would continue to enjoy fed
eral deposit insurance on a pass-through 
basis. As reported by the committee, H.R. 6 
had no cutbacks in any of the other pass
through deposit insurance funds, including the 
private sector equivalent of the 457 plan--the 
401 (k) plan. How could we have explained to 
State and local government workers that they 
had been treated fairly if we had permitted 
pass through deposit insurance on section 457 
plan funds in financial institutions to expire? 
That is why I am pleased that H.R. 6 has a 
provision which preserves deposit insurance 
on 457 funds. 

Finally, perhaps one of the most important 
features of the amendment of the Banking 
Committee is that it introduces additional com
petition into the gathering of 457 plan funds. 
The Banking Committee's amendment and my 
legislation would permit thrift institutions to 
continue to have 457 plans insured on a pass
through basis for 457 plan participants, and 
opens up the field to commercial banks as 
well. Until now, that has not been possible and 
that is another reason why I support this provi
sion and hope it will be enacted. 

Again, Mr. Chairman, I commend your ef
forts, those of the ranking member and of the 
committee. 

Ms. NORTON. Mr. Chairman, I rise in sup
port of H.R. 6, the Deposit Insurance and 
Regulatory Reform Act. I do so, however, with 
great reservation. During the last decade, the 
watchdogs of the Federal Government have 
been asleep at the switch while the American 
banking industry made billions of dollars of 
bad loans. At the same time, they dispropor
tionately denied minorities access to residen
tial and commercial credit. The impact of this 
is plainly visible-failed banks, reduced mort
gage availability, and increased business fail
ures. The time has come for change, and this 
legislation, while taking some positive steps, 
does not go far enough to accomplish what is 
needed. 

On October 21, 1991, the Federal Reserve 
Board issued a Home Mortgage Disclosure 
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Act report which revealed that blacks and His
panics applying for mortgage loans are signifi
cantly more likely than white applicants to be 
denied credit. This is a deplorable situation. 
The Congress passed both the Home Mort
gage Disclosure Act and the Community Rein
vestment Act [CRA] to prevent the race of the 
applicant from determining access to loans, 
but it continues to be a factor to this day. The 
CRA was designed to ensure equal access to 
loans for minorities, and Federal regulators 
have done little over the past years to enforce 
it. Before the banking industry is granted ex
panded powers, such as those provided for in 
this bill, I would like to see new provisions in 
place to strengthen CRA compliance, and both 
the industry and Federal regulators dem
onstrate that they have cleaned up their acts. 

Chairman GoNZALEZ has taken a leading 
role on these issues. He developed H.R. 6 to 
establish bank capitalization standards to ad
dress the loan default problem. He also re
cently urged the administration to take imme
diate action to ensure that the current laws 
against loan discrimination are enforced. Both 
the chairman and I supported the amendment 
offered by my colleague Mr. KENNEDY, which 
would have forced banks attempting to open 
interstate branches to first show compliance 
with the CRA. But the Kennedy amendment 
failed, sending a message to the banking in
dustry that you can expand without complying 
with the current antidiscrimination laws. This 
message is clearly wrong. The redlining must 
stop. The banking industry must be held ac
countable for its failures. 

The District of Columbia Council focused its 
attention on local CRA compliance during pub
lic hearings held in 1989. At that time, many 
District banks made new commitments for 
local investment. Since then, however, the 
overall compliance has been disappointing as 
some banks have fulfilled these CRA commit
ments, and some have not. 

The problems in the savings and loan and 
banking industries have placed an ever in
creasing burden on the American taxpayer. 
The insolvency of thousands of financial insti
tutions is continuing to force this Congress to 
ante up billions for the support of the deposit 
insurance system. Funding these bailouts has 
made it more difficult to find money for pro
grams designed to benefit the less fortunate of 
our society. Yet, those who could not get cred
it-because of discrimination-are also being 
asked to foot the bill for losses caused by 
those who did get them. 

Certainly, the time has now come to ensure 
the future solvency of the banking system by 
increasing the regulatory and enforcement 
powers of the Federal Deposit Insurance Cor
poration, Federal Reserve Board and the 
Comptroller of the Currency. The provisions 
contained in this bill accomplish this by creat
ing a system of capitalization ratings, and re
quiring yearly audits of all banks. These meas
ures will provide early warnings to bank regu
lators of possible problems at financial institu
tions. Meaningful and timely steps can then be 
taken to minimize the number and impact of 
bank failures. 

In the District of Columbia, the need for 
tough enforcement provisions became clear 
this past year with the Latin Investment scan
dal. With newly enacted legislation in place, 

the District of Columbia Office of Banking and 
Financial Institutions has since been aggres
sively monitoring the banking activities under 
its supervision, and has taken corrective ac
tion when needed. 

District law currently authorizes the Office of 
Banking to permit out-of-State banks to estab
lish branches within the District, if they agree 
to meet community development and invest
ment requirements. The Vento amendment, 
which I supported and was approved to title Ill 
of this bill, is a strong and necessary step for 
continued State control of banking activities. It 
allows State agencies like the District of Co
lumbia Office of Banking and Financial Institu
tions, to continue exercising regulatory powers 
over banks wishing to enter its jurisdiction. 
The bill would have stripped State regulators 
of this important means of ensuring delivery 
on the investment commitments made by out
of-State banks. 

Given the poor enforcement record of Fed
eral regulators, we should be strengthening 
State supervisory powers, rather than dimin
ishing them. With this in mind, I will soon intro
duce legislation giving the District of Columbia 
Office of Banking and Financial Institutions pri
mary regulatory authority over all nonfederally 
chartered banks in the District. The Off"tce of 
Banking currently shares this authority with the 
Comptroller of the Currency, a situation which 
pre-dates home rule. No other State's bank 
regulatory agency is in this situation. Now that 
the District has the regulatory tools to do the 
job itself, the time for this change has come. 

Mr. Chairman, the administration and bank
ing interests contend that banks must be al
lowed to exploit new opportunities so that they 
will be better able to compete and survive in 
a changing financial services marketplace. But 
if we are to permit this, we cannot allow these 
same banks to continue their practices of the 
past. I will reluctantly support this bill. But, if 
banking institutions are to be permitted to ex
pand their range of services, I would prefer 
that they first be required to demonstrate a 
willingness to provide equal access to credit in 
the minority communities that they serve, and 
demonstrate that they are adequately capital
ized to prevent any risk to the depositors or 
taxpayers. 

Mr. DINGELL. Mr. Chairman, in response to 
Members' questions about the content of the 
Gonzalez-Dingell compromise on title IV and 
in lieu of the filing of a formal committee report 
thereon, the following section-by-section anal
ysis is submitted to serve as the legislative 
history of title IV. Reference should also be 
made to House Report 102-157, part 1 which 
was filed by the Committee on Banking, Fi
nance, and Urban Affairs on July 23, 1991, 
and to House Report 1 02-157, part 4 which 
was filed by the Committee on Energy and 
Commerce on October 4, 1991. 

TITLE IV-FINANCIAL SERVICES 
MODERNIZATION 

SUBTITLE A-AMENDMENTS TO FEDERAL 
BANKING LAWS 

CHAPTER 1-FINANCIAL SERVICES HOLDING 
COMPANIES 

Sec. 401. Financial Services Holding 
Companies 

This section amends the definitions con
tained in section 2 of the Bank Holding Com
pany Act of 1956. 

Subsection (a)(1) defines a "financial serv
ices holding company" as any company that 
controls any bank. 

Subsection (a)(2) deletes a provision that 
by its own terms has expired. 

Subsection (a)(3) amends subsection 2(0 to 
include a definition of "appropriate Federal 
banking agency" to provide that such term 
has the same meaning as in section S(Q) of 
the Federal Deposit Insurance Act (FDI). 
The term "Board" is defined to mean the 
Board of Governors of the Federal Reserve 
System. 

Subsection (a)(4) adds a series of new defi
nitions to the Bank Holding Company Act. 
These definitions include: 

Securities affiliate. A securities affiliate is 
defined in new subsection (n) a.s any com
pany that is controlled by a financial serv
ices holding company and is engaged in the 
United States in activities that would not be 
permitted under section 4(c) of the Bank 
Holding Company Act for any subsidiary of a 
financial services holding company but for 
the authorization contained in section 
4( c )(15) thereof. 

Foreign bank. Under new subsection (o), 
the term "foreign bank" has the same mean
ing as the term ha.s under section 1(b)(7) of 
the International Banking Act of 1978. 

Insured depository institution. New sub
section (p) defines the term "insured deposi
tory institution" by reference to section 
3( c )(2) of the FDI Act. 

Level 1 and level 2 depository institutions. 
These terms are defined under new sub
section (q) by reference to new section 38 of 
the FDI Act (as added by Title I of this Act). 

Level 1 financial services holding com
pany. New subsection (r) provides that the 
term "level 1 financial services holding com
pany" means any financial services holding 
company not less than 80 percent of the 
banking assets of which are held by level 1 
depository institution subsidiaries and any 
other banking assets of which are held by 
level 2 depository institution subsidiaries. 

Functional regulator. Under new sub
section (s), "functional regulator" is defined 
as any Federal agency or State supervisory 
authority that ha.s supervisory authority 
over activities of any company which is a fi
nancial services holding company or any 
subsidiary of any such company (other than 
an insured depository institution). 

New financial activity. New subsection (t) 
provides that the term "new financial activ
ity" means any activity described in sec
tions 4(c)(8) or 4(c)(15) of the Bank Holding 
Company Act. It does not include any activi
ties authorized by the Board pursuant to the 
closely related to banking standard under 
section 4(c)(8) by regulation or order that is 
in effect on December 31, 1992. 

Qualified financial activity. New sub
section (u) provides that the term "qualified 
financial activity" means any activity de
scribed in sections 4(c)(8) and 4(c)(15). 

Financial affiliate. Under new subsection 
(v), the term "financial affiliate" means any 
subsidiary of a. financial services holding 
company (other than an insured depository 
institution) that is engaged in the United 
States in qualified financial activities. 

Section 401(b) makes certain conforming 
amendments in the Bank Holding Company 
Act including replacing references to "bank" 
with "insured depository institution" and 
replacing references to "bank holding com
pany" with references to "financial services 
holding company." 

Sec. 402. Acquisition of Banks 
Section 402 amends the application proce

dures in section 3 of the Bank Holding Com-
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pany Act for acquisitions of banks, savings 
associations, and financial services holding 
companies. 

Subsection (a)(1)(A) amends section 3(a)(3), 
which prohibits the acquisition of more than 
5 percent of a bank without the prior ap
proval of the Board, to encompass acquisi
tions of insured depository institutions and 
financial services holding companies. 

Subsection (a)(1)(B) makes it unlawful for 
any insured depository institution to become 
a financial services holding company. This 
changes current law which permits banks to 
be holding companies. This does not apply to 
foreign banks with insured branches in the 
United States. 

Subsection (a.)(1)(C) provides that compa
nies that were bank holding companies on 
December 31, 1992 shall be financial services 
holding companies as of January 1, 1993 with
out obtaining the approval of the Board. 
This exemption is a one-time exemption for 
bank holding companies becoming financial 
services holding companies as a result of the 
enactment of this legislation. It applies to 
both companies regulated as bank holding 
companies and holding companies which will 
be financial services holding companies after 
January 1, 1993 but which maintain their ex
empt status under section 4<0 of the Bank 
Holding Company Act. 

Subsection (a)(l){D) permits reorganiza
tions of banks into holding companies with
out obtaining the prior approval of the Board 
if, after the reorganization, the bank's share
holders will have substantially the same pro
portional share interest in the holding com
pany as they had in the bank, the bank is a 
level I or level 2 depository institution after 
the reorganization, the holding company 
only engages in managing and controlling 
banks after the reorganization, and the hold
ing company provides 30 days prior written 
notice to the Board. 

Subsection (a)(2) makes technical amend
ments to the notice and hearing require
ments in section 3(b) of the Bank Holding 
Company Act to provide that the Board will 
notify any other appropriate Federal bank
ing agency and the State bank supervisor, if 
appropriate, when it receives an application 
for an acquisition of an insured depository 
institution. 

Subsection (a.)(3) expands the factors that 
the Board may consider in evaluating an ac
quisition, merger, or consolidation under the 
Bank Holding Company Act to include the 
safety and soundness of the insured deposi
tory institution to be acquired or of the in
sured depository institutions that are cur
rently controlled by the holding company. 

Subsection (a)(4) adds a new subsection (d) 
to section 3 of the Bank Holding Company 
Act to establish expedited procedures for ac
quisitions of additional insured depository 
institutions by level 1 financial services 
holding companies. 

Under the expedited procedures, the Board 
must notify the appropriate Federal banking 
agency and any appropriate State bank su
pervisor in the manner provided in section 
3(b) of the Bank Holding Company Act upon 
receipt of a. completed application. The ap
propriate Federal banking agency and the 
State bank supervisor have 21 days after re
ceipt of notice from the Board to submit 
their views and recommendations. The Board 
has 45 days to act on the application from 
the date a. complete application is received. 
If the Board fails to act, the application will 
be considered approved. The 45-day period 
can be extended if any appropriate Federal 
banking agency or the State bank supervisor 
recommends disapproval. If any appropriate 

Federal banking agency or State bank super
visor recommends disapproval, the Board 
must follow the regular procedures for notice 
and hearing contained in section 3(b). The 45-
day time period can be waived by the Board 
in the event of an emergency or if the in
sured depository institution is in danger of 
default. 

Subsection (b) contains conforming amend
ments to the Bank Holding Company Act in
cluding the substitution of references to "fi
nancial services holding company" for "bank 
holding company" and references to "insured 
depository institution" for "bank." 

Sec. 403. Interests In Nonba.nking 
Organizations 

Section 403 amends section 4 of the Bank 
Holding Company Act to describe permis
sible nonbanking activities for financial 
services holding companies. 

Subsections (a) (1) and (2) delete provisions 
that have expired and make certain conform
ing amendments. 

Subsection (a)(3) amends subsection 
(a)(2)(A) to provide that financial services 
holding companies cannot be banks. Foreign 
banks that are financial services holding 
companies are permitted to carry on banking 
activities in the United States, if such activ-
1 ty is otherwise perm! tted through a branch 
or agency as those terms are defined in the 
IBA. 

Subsection (a)(4) provides that subsection 
(a)(2)(B) of the Bank Holding Company Act is 
amended by inserting: "permitted under sub
section (c)(8) or (c)(15) in accordance with 
subsection (i) or (k), subject to all conditions 
specified in this section or in any regulation 
prescribed or order issued by the Board 
under this section." This is a technical cor
rection that clarifies that the Board may im
pose conditions on its approval of any pro
posal by a financial services holding com
pany to engage in securities activities or ac
tivities of a financial nature. The Board has 
this authority under the existing provisions 
of the Bank Holding Company Act. The tech
nical changes are necessary to conform this 
section to the new sections added by H.R. 6. 
However, Congress does not intend that the 
Board use this provision to restrict the day
to-day activities of a securities affiliate, 
once it has been approved by the Board. 

Subsection (a)(5) substitutes a new section 
4(c)(8) to the Bank Holding Company Act to 
allow a financial services holding company 
to own the shares of any company engaged in 
any activities which the Board has deter
mined by order or regulation to be of a "fi
nancial nature" in accordance with new sec
tion 4(i) of the Bank Holding Company Act. 
It is not intended that commercial activities 
be defined as of a "financial nature." 

Subsection (a) (6) and (7) make technical 
corrections to subsections (c) (13) and (14) of 
the Bank Holding Company Act. 

Subsection (a)(8) adds a. new section 4(c)(15) 
to the Bank Holding Company Act which al
lows a financial services holding company to 
own the shares of any company engaged in 
specified securities activities.1 As amended, 
paragraph (15) would include: (A) underwrit
ing, distributing, or dealing in securities; (B) 
organizing, sponsoring, controlling, or pro
moting any registered 'investment company 
pursuant to the Investment Company Act of 
1940; (C) securities brokerage, private place
ment, or investment advisory activities; or 

lUnder current law, as discussed below, bank hold
ing companies may affiliate with securities firms 
whose activities have been determined to be "close
ly related to banking" under Section 4(c)(8) of the 
Bank Holding Company Act. 

(D) other activities that require such com
pany to register with the Securities and Ex
change Commission as a. broker, dealer, gov
ernment securities broker, government secu
rities dealer, investment company, or invest
ment adviser. 

This section has been revised to clarify 
that the securities activities authorized 
under H.R. 6include any activity that would 
require a company to register as a broker, 
dealer, government securities broker, gov
ernment securities dealer, investment com
pany, or investment adviser under the rel
evant federal securities laws. As originally 
written, this section would have authorized a 
securities affiliate of a financial services 
holding company to engage in any activity 
that is permitted for a broker, dealer, gov
ernment securities broker, government secu
rities dealer, investment company, or invest
ment adviser. Because the federal securities 
laws do not establish or limit the 
nonsecurities activities that may be con
ducted by a company that is a registered se
curities broker, dealer, government securi
ties broker, government securities dealer, in
vestment company, or investment adviser, 
this provision could be construed to permit a 
securities affiliate to engage in a. wide range 
of nonsecurities activities. The amendment 
to this section clarifies the intent to author
ize securities aff111ates to conduct only secu
rities activities that are listed specifically in 
the section or that are securities activities 
that require registration under the federal 
securities laws. In this regard, it is intended 
that securities activities authorized under 
section 4(c)(15) would include activities nor
mally engaged in by securities firms, such as 
merchant banking and foreign exchange 
transactions. 

Subsection (a)(9) strikes the last two sen
tences of subsection (c) of the Bank Holding 
Company Act. 

Subsection (a.)(10) adds a new subsection (i) 
to section ( 4) of the Bank Holding Company 
Act. Under current law, the nonbanking ac
tivities of bank holding companies are lim
ited to activities that the Board has deter
mined to be "closely related to banking." 
H.R. 6 revises this standard to permit finan
cial services holding companies to engage in 
any activities that the Board determines to 
be "of a financial nature." This is a more 
flexible test that is intended to permit the 
Board to take account of new developments 
in the provision of financial services, incl ud
ing technological and other developments in 
the financial markets generally, in authoriz
ing new activities for financial services hold
ing companies. Because H.R. 6 specifically 
authorizes financial services holding compa
nies to own companies engaged in a variety 
of securities activities, including securities 
underwriting and dealing activities, the bill 
does not permit the Board to authorize these 
securities activities under this broader test. 
It is also intended that the Board not deter
mine that any additional securities activi
ties meet the current "closely related to 
banking" test during the period of time prior 
to the effective date of the new powers per
mitted by H.R. 6. 

New Section 4(i)(3) provides that a finan
cial services holding company must conduct 
its securities underwriting and dealing ac
tivities as well as other securities activities 
that are newly authorized by this bill within 
a Section 4(c)(15) securities affiliate that is 
subject to the firewalls and other prudential 
limitations in the b111. In addition, a finan
cial services holding company that chooses 
to conduct securities placement activities 
that involve accepting risk as principal must 
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do so within the securities affiliate, subject 
to the limitations applicable to securities af
filiates. The bill permits financial services 
holding companies to continue to conduct 
certain securities activities that have al
ready been authorized for bank holding com
panies under the existing provisions of the 
Bank Holding Company Act in a nonbank 
company that is not a securities affiliate 
subject to the limitations in the bill. The ac
tivities that may be conducted outside of the 
securities affiliate are limited to securities 
brokerage and advisory activities and under
writing and dealing in certain securities that 
a national bank would be permitted to un
derwrite and deal in directly within the bank 
(such as U.S. government securities). These 
activities are, however, subject to regulation 
by the SEC and will be limited by the section 
23A and 23B protections contained in the 
Federal Reserve Act. 

Some bank holding companies have al
ready been permitted, under the current 
"closely related to banking" test, to own 
nonbanking companies that underwrite and 
deal in securities that are not eligible for a 
national bank to underwrite and deal in (so
called "section 20 companies"). Financial 
services holding companies that own section 
20 companies may retain these companies for 
no more than three years following the date 
of enactment of the bill unless the holding 
company obtains Board approval to retain 
the company as a securities affiliate subject 
to all of the provision3 and limitation in the 
bill applicable to newly authorized securities 
activities. 

New section 4(i)(4) states that real estate 
activities are not of a financial nature for 
purposes of section 4(c)(8) except to the ex
tent that the Board has approved such ac
tivities pursuant to the closely related 
standard in section 4(c)(8) prior to May 3, 
1991. 

New section 4(i)(5) states that insurance 
activities are not of a financial nature and 
no financial services holding company and 
no thrift institution subsidiary or insured in
stitution subsidiary of a financial services 
holding company or subsidiary of such in
sured institutions may provide insurance as 
principal, agent, or broker except to the ex
tent permitted under subparagraphs (A) 
through (G) of section 4(i)(5) of the Bank 
Holding Company Act which are intended to 
be . identical to former subparagraphs (A) 
through (G) of section 4(c)(8) of the Bank 
Holding Company Act of 1956. 

New section 4(i)(6) provides that a financial 
services holding company may not permit 
any bank subsidiary (or any subsidiary of 
such bank) to provide insurance as principal, 
agent or broker outside the State in which 
the bank is chartered unless such insurance 
activities in the nonchartering State are spe
cifically authorized by the statutes of the 
nonchartering State. This limitation is im
posed on "any bank subsidiary," including a 
national bank. It is intended that a national 
bank be considered to be chartered in the 
state in which it has its principal place of 
business. However, insurance may continue 
to be provided on an interstate basis so long 
as the coverages provided insure against the 
same type of risk or are functionally equiva
lent to those provided on or before June 1, 
1991, and to the extent that the activities 
were lawful and not subject to legal chal
lenge on that date, and subject to state regu
lation and control. The language "otherwise 
functionally equivalent to" is not intended 
to be interpreted in order to defeat the pro
hibitions set forth in this provision. For ex
ample, this provision may not be construed 

as authorizing the sale of ordinary life insur
ance by a bank that had previously been au
thorized to sell credit-related life insurance. 

New section 4(i)(7) concerns the activities 
of an undercapitalized savings association 
that is acquired by a financial services hold
ing company. H.R. 6 generally limits these
curities, insurance, and real estate activities 
of insured depository institutions. The bill 
would permit undercapitalized savings asso
ciations that are acquired and recapitalized 
by financial services holding companies to 
continue to conduct these activities to the 
extent that they are permissible for a Fed
eral savings association. This provision adds 
to paragraph (A) the parenthetical "(other 
than subsection (0)" to clarify that the ex
emption from the activities restrictions 
would not override the restriction on activi
ties currently applicable to commercial com
panies that own so-called nonbank banks. 
Under current law, these companies retain 
their special exemption from the restrictions 
of the Bank Holding Company Act only so 
long as they continue to limit their activi
ties and growth. This provision also adds to 
paragraph (A) the parenthetical "(other than 
paragraph (5))" to clarify that thrifts ac
quired by financial service holding compa
nies are subject to the same restrictions con
tained in section 4(i)(5) of the Act as bank 
holding companies with respect to insurance 
activities. 

New section 4(i)(8) requires the Board, 
whenever it makes a determination under 
subsection (c)(8) that any activity is an ac
tivity of a financial nature, to publish in the 
Federal Register, not later than seven days 
thereafter, the regulation or order by which 
such determination has been made and a de
scription of the activity. 

New section 4(j) of the Bank Holding Com
pany Act provides for the transfer of certain 
securities activities upon a financial services 
holding company's acquisition of a securities 
affiliate. Paragraph (1) provides that a finan
cial services holding company that acquires 
control of a securities affiliate may not per
mit any insured depository institution it 
controls to engage in the United States in 
any securities activity except to the extent 
specifically permitted for a national bank by 
statute or by regulations, order, interpreta
tion, or approval of the Comptroller of the 
Currency (see Table A for a list of such ap
provals to date) before the date of enactment 
of the Financial Institutions Safety and 
Consumer Choice Act of 1991. Paragraph (1) 
is amended to provide further that such se
curities activity may not involve the under
writing or distributing of securities backed 
by or representing an interest in mortgages 
or other assets originated or purchased by 
the national bank or any affiliate of the 
bank. This prohibition applies one year after 
the date of the acquisition of any securities 
affiliate. 

Further, paragraph (2) provides that a fi
nancial services holding company that con
trols or acquires control of a securities affili
ate may not permit any insured depository 
institution subsidiary of such company to 
underwrite or deal in obligations issued by a 
State or political subdivision; such activities 
may be conducted only by a securities affili
ate in accordance with subsection (c)(15). 
This prohibition also applies one year after 
the date of the acquisition of any securities 
affiliate. Paragraphs (3) and (4) apply the 
same prohibition, respectively, to broker
dealer activities and to investment company 
activities, with an effective date of January 
1, 1993. 

Paragraph (5) states that section 4 of the 
Bank Holding Company Act shall apply to 

branches and agencies of foreign banks, and 
commercial lending companies owned by for
eign banks, as if such branch, agency or com
mercial lending company was a bank. 

Section 403 adds a notice provision in new 
subsection (k) to Section 4 of the Bank Hold
ing Company Act. Subsection 4(k) requires 
any company to give at least 45 days prior 
written notice to the Board before engaging 
in, or acquiring or retaining ownership or 
control of the shares of a company engaged 
in, any nonbanking activity or any qualified 
financial activity. Similar to subsection 
4(a)(4), Congress does not intend that the 
Board use this provision to restrict the ac
tivities of an affiliate that is a registered 
broker-dealer, once the acquisition or reten
tion of such broker-dealer has been approved 
by the Board. 

The notice must contain information re
quired by the Board, by regulation or on a 
case-by-case basis. The Board may dis
approve an activity or transaction by issuing 
an order to the holding company setting 
forth the reasons for disapproval before the 
end of 45 days following receipt of the notice. 
A notice shall be deemed to be approved un
less it is disapproved within the 45-day pe
riod. The 45-day period may be extended an 
additional 45 days. A holding company may 
proceed with a transaction sooner if it re
ceives written notification of approval from 
the Board. With respect to particular activi
ties, the Board may eliminate the notice re
quirement or shorten the notice period. With 
respect to a proposal to engage in a 4(c)(8) 
activity not previously approved, the Board 
may extend the notice period for an addi
tional 90 days. 

Subparagraph (1)(D)(1i) provides that the 
Board may prescribe regulations which pro
vide for no notice to be given with respect to 
a financial services holding company's en
gaging in nonbanking activities or acquiring 
or retaining ownership or control of compa
nies engaged in qualified financial activities. 
An exception is established, however, that 
precludes no notice with respect to activities 
or transactions described in section 4(c)(15). 
It is expected that any shorter notice periods 
that may be established pursuant to this 
subparagraph with respect to such activities 
or transactions will remain of sufficient du
ration to enable the Board to consider the 
criteria for review in paragraph (2) of sub
section 4(k). 

New section 4(k)(2) sets forth the general 
standard for Board review. In evaluating a 
notice, the Board must generally use the fol
lowing criteria: managerial resources; finan
cial resources, including capital; any mate
rial adverse effect on the safety and sound
ness or financial condition of an affiliated 
insured depository institution; and whether 
there is any reasonable expectation of a pub
lic benefit that would outweigh any possible 
adverse effects. The Board must disapprove a 
proposal if any insured depository institu
tion (or subsidiary thereof) controlled by the 
holding company is engaging in an unsafe or 
unsound practice or is in an unsafe or un
sound condition. 

Subsection (1) of section 4 of the Bank 
Holding Company Act provides that a finan
cial services holding company may only en
gage in, or acquire or retain the shares of a 
company engaged in, any new financial ac
tivity, as defined in section 2 of the Bank 
Holding Company Act, if the holding com
pany is a level I financial services holding 
company. 

Subsection (m) of section 4 of the Bank 
Holding Company Act provides that any fi
nancial services holding company which en-
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gages in, or controls a company engaged in, 
any new financial activity and ceases to 
qualify as a level 1 financial services holding 
company must either restore the capital of 
insured depository institution subsidiaries in 
an amount sufficient to regain Ievell status 
or submit a capital plan, the implementation 
of which will allow the holding company to 
regain level 1 status. If a holding company 
fails to restore capital or implement a cap
ital plan, it must divest its insured deposi
tory institution subsidiaries that are below 
minimum capital or terminate its new finan
cial activities. The Board must promulgate 
regulations concerning appropriate capital 
standards and requirements for financial 
services holding companies. The Board and 
the appropriate Federal banking agencies 
must coordinate the application of these re
quirements with new section 38 of the FDI 
Act, as added by section 131 of Title I of this 
Act, and with section 5(e) of the FDI Act 
concerning cross-guarantees of sister insured 
depository institutions. Any such consoli
dated capital requirements or cross-guaran
tee provisions shall not in any way affect or 
impair the SEC's financial responsibiUty or 
net capital requirements for registered 
broker-dealers. 

The Board is also required to provide time
ly notice to the SEC before any holding com
pany is required to divest any interest in, or 
terminate any activities of, a company that 
is required to register with the SEC as, a 
broker, dealer, government securities 
broker, government securities dealer, invest
ment company, or investment adviser. It is 
intended that sufficient notice be given to 
the SEC so that any such divestiture is done 
in an orderly manner without harming cus
tomers of the affiliate, and subject to the Se
curities Investor Protection Act and the fed
eral securities laws. Similar timely notice is 
required in connection with any action pur
suant to paragraph (2) of subsection (m) with 
respect to any other functional regulator 
where the company is subject to any finan
cial responsibil1ty or capital requirements. 

Under section 4(n)(l)(A), insured depository 
institutions and their subsidiaries that are 
controlled by a financial services holding 
company are prohibited from offering cus
tomers advice or opinions on the products of 
the securities affiliates unless the insured 
depository institution or its subsidiary has 
provided a one-time written disclosure that 
the securities affiliate is affiliated with the 
insured depository institution and that the 
securities affiliate is not an insured institu
tion and that its products are not insured de
posits and are not guaranteed by the affili
ated insured institution. The Board is in
structed to prescribe regulations regarding 
such notice, in consultation with the SEC. 

Under section 4(n)(1)(B), whenever an in
sured depository institution, its securities 
affiliate, or any other arnliate of any such 
institution makes the required disclosures, 
it must obtain a signed acknowledgement of 
receipt from the customer, unless the cus
tomer would qualify as an "accredited inves
tor" as defined in section 2(15) of the Securi
ties Act of 1933. An insured depository insti
tution or its securities affiliate must obtain 
acknowledgement of receipt from such an ac
credited investor only at the time an ac
count is opened. 

Section 4(n)(1)(C) generally prohibits dis
closures of confidential customer informa
tion by any insured depository institution 
subsidiary of a financial services holding 
company. Under some State laws, a separate 
affiliate is not required to sell insurance. In 
that case, the restrictions would apply with-

in the insured depository institution itself. 
This provision also requires records be kept 
of customer consent by an insured deposi
tory institution. The provision further speci
fies that customer consent not only be ac
knowledged but "maintained" and should in
clude date of acknowledgment, customer's 
name, address, and account number. Lastly, 
any renewal of an account or any rollover of 
a deposit is treated as a new deposit rela
tionship with an insured depository institu
tion for the purpose of availing existing cus
tomers (of such institution) of the consumer 
protections against disclosure in this sub
section. 

Section 4(n)(1)(D), "confidential customer 
information" means financial information 
regarding any specific individual which has 
been derived from any record of any insured 
depository institution and pertains to the in
dividual's relationship with the institution. 

.Section 4(n)(1)(E) contains va.rious excep
tions to the definition of "confidential cus
tomer information". Any .reference through
out this section to any information "obtain
able" is intended to be in the "ordinary 
course of business" and not by any other 
means. 

Section 4(n)(l)(F) provides that the Board 
may prescribe additional regulations to 
limit disclosure of nonpublic customer infor
mation between an insured depository insti
tution and its subsidiaries and affiliates (in
cluding a creditworthiness evaluation of an 
issuer or other customer of the insured de
pository institution, its financial or insur
ance affiliate, or other subsidiary). "Affili
ate" includes a separately identifiable de
partment or division of an insured deposi
tory institution that is registered as an in
vestment adviser. 

Section 4(n)(2) provides that the insured 
bank or its affiliate must obtain from any 
customer prior to the sale or acceptance of 
any noninsured instrument, financial prod
uct or deposit a written receipt of a declara
tion in 18-point bold-type acknowledging 
that the product is not insured or guaranteed 
by the United States and that the customer 
could lose some or all of his or her money. 

An exception to this section is provided for 
transactions by a broker or dealer registered 
under the Sec uri ties Exchange Act of 1934. 
Brokers and dealers are otherwise subject to 
customer disclosure requirements under the 
federal securities laws. 

In addition, insurance activities of an affil
iate of an insured depository institution that 
are (1) not conducted on the premises, (2) not 
part of any joint marketing, or (3) do not in 
any way involve an insured depository insti
tution are exempt from the customer disclo
sure requirements in this section. The ra
tionale here is that insurance activities not 
connected to an insured depository institu
tion are not likely to lead to customer con
fusion about the Federally insured status of 
insurance products. An example would be an 
insurance company that owns a nonbank 
bank which is an insured depository institu
tion. The disclosure requirements in this sec
tion are not intended to apply to insurance 
activities totally disassociated from the 
nonbank bank. 

The amendment also clarifies that the cus
tomer disclosure requirements of this sec
tion are not intended when an insured depos
itory institution makes a loan or an exten
sion of credit. However, to the extent a loan 
or extension of credit is combined or mar
keted with an insurance product, then the 
customer disclosure requirements in this 
section are applicable to the insurance prod
uct. 

New section 4(n)(3) requires the appro
priate federal banking agencies to prescribe 
regulations jointly to prohibit any insured 
depository institution from employing any 
advertisement that would mislead or other
wise cause a reasonable person to believe 
mistakenly that the institution or the Fed
eral Government is responsible for the ac
tivities of an affiliate, stands behind the af
filiate's credit, guarantees any return on se
curities or insurance products sold by the af
filiate, or is a source of payment of any obli
gation of or sold by the affiliate. It is not in
tended that such regulations prohibit a secu
rities affiliate from imparting accurate in
formation about securities for which the 
Federal Government is a source of payment 
or on which it guarantees any returns. 

This advertisement limitation is in addi
tion to certain certifications of understand
ing that the customers must sign when a 
purchase is made on the floor of an insured 
depository institution, as well as when the 
customer opens an account at the securities 
affiliate. Notwithstanding such customer 
certification, there may still be instances in 
which the inclusion of the logo, name, slo
gans, and similar information of the securi
ties affiliates may be considered as mislead
ing if it is presented in a way that causes a 
reasonable person to believe mistakenly that 
the institution or the Federal Government is 
responsible for the activities of a securities 
affiliate of the institution, stands behind the 
affiliate's credit, guarantees any returns on 
securities sold by the affiliate, or is a source 
of payment of any obligation of or sold by 
the affiliate. With respect to registered in
vestment companies, however, section 466 
would prohibit an investment company that 
has as investment adviser or distributor an 
insured depository institution from adopt
ing, as part of its name, title, or logo, any 
word or design that is the same or similar to 
the name of the insured depository institu
tion. 
REQUIREMENTS APPLICABLE IN THE CASE OF FI

NANCIAL SERVICES HOLDING COMPANIES WITH 
SECURITIES AFFILIATES 

New section 4(n)(4) places restrictions on 
transactions between insured depository in
stitution subsidiaries of a financial services 
holding company and the securities affiliate. 
These so-called "firewall" provisions are de
signed to prohibit unsound banking prac
tices, risk of loss to the bank insurance fund 
and the extended safety net, conflicts of in
terest, unfair competition, undue concentra
tion of resources or decreased competition, 
and related concerns that would negatively 
impact the banking system and the securi
ties markets, and the stability of and con
fidence in both. 

Section 4(n)(4)(A)-Certain Financial 
Transactions of Insured Depository Institu
tions Prohibited-Section 4(n)(4)(A) provides 
that, notwithstanding any provision of sub
paragraph (E), no insured depository institu
tion subsidiary of a financial services hold
ing company may directly or indirectly en
gage in any of the following with respect to 
its securities affiliate: 

(i) Except as provided in subparagraph (C), 
extend credit to such securities affiliate, 
with an exception provided in subparagraph 
(C) for extensions of credit made in the 
course of clearing U.S. Government or agen
cy securities where such extensions of credit 
are repaid on the same or the next calendar 
day, are incidental to the clearing of trans
actions in those securities, and are fully se
cured in both principal and interest by such 
securities. 

(ii) Issue a guaranty, acceptance, or letter 
of credit, endorsement, asset purchase agree-



29950 CONGRESSIONAL RECORD-HOUSE November 4, 1991 
ment, indemnity, insurance, or other credit 
instrument or facility, including a standby 
letter of credit, to or for the benefit of such 
securities affiliate. 

(111) Purchase for the insured depository in
stitution's own account, or for the account 
of any subsidiary of the institution, any fi
nancial asset of such securities affiliate that 
is not a security of the United States or any 
agency of the United States or a security on 
which the principal and interest are fully 
guaranteed by the United States or any such 
agency. 

(iv) Purchase for the insured depository in
stitution's own account, or for the account 
of any subsidiary of the institution, any se
curity (other than securities issued by an 
open-end investment company or a unit in
vestment trust) of which such securities af
filiate is an underwriter or a member of the 
selling group, or which such securities affili
ate otherwise places, until (I) in the case of 
an underwriting, 60 days after completion of 
the underwriting period or (II) in the case of 
a placement, 60 days after the completion of 
the placement. 

(v) Purchase for a customer account in 
which the insured depository institution or 
its subsidiary, acting as fiduciary, is author
ized to determine the securities to be pur
chased or sold, any security (other than se
curities issued by an open-end investment 
company or a unit investment trust) of 
which such securities affiliate is an under
writer or a member of the selling group or 
which such securities affiliate otherwise 
places (whether or not such purchase is au
thorized by any trust agreement or any 
other instrument authorizing the insured de
pository institution or subsidiary to act in 
such capacity, unless such purchase is per
mitted by state law, is explicitly authorized 
in the trust agreement or other instrument 
establishing the fiduciary relationship, and 
is effectuated by endorsement by the creator 
of the trust of a separate document that dis
closes [in accordance with regulations pre
scribed by the Board] any conflict of interest 
that an insured depository institution may 
have in making such purchases) until (I) in 
the case of an underwriting, 90 days after the 
end of the underwriting period or (II) in the 
case of a placement, 90 days after completion 
of the placement. 

Notwithstanding any provision of Federal 
or State law, if the creator of any trust 
agreement or other instrument referred to in 
the preceding sentence is incapable of pro
viding the authorization or effectuating an 
endorsement referred to above, the bene
ficiaries of such trust or instrument may 
unanimously provide such authorization or 
effectuate such endorsement. 

This provision does not authorize 
boilerplate endorsements, contracts of adhe
sion or lack of informed consent. State trust 
law supports the requirement of disclosure 
and informed consent of the trust bene
ficiary. Generally applicable principles of 
state trust law demand that a trustee avoid 
any dealings that may pose a conflict be
tween the interests of the beneficiaries and 
the trustee's own self-interest. See Scott Sec. 
170; 76 Am. Jur. 2d Trusts Sections 317, 318; 
see also 10 Am. Jur. 2d Banks Section 307. 

(vi) Extend credit to any investment com
pany which is sponsored, organized, con
trolled, promoted, or advised by such securi
ties affiliate or the depository institution 
(including a separately identifiable depart
ment or division thereon or any subsidiary 
of such institution, except as permitted by 
regulations prescribed by the SEC pursuant 
to section 18(0(3) of the Investment Com
pany Act of 1940. 

(vii) Extend credit, arrange for the exten
sion of credit, or issue a guaranty, accept
ance, letter of credit, endorsement, asset 
purchase agreement, indemnity, insurance, 
or other credit instrument or facility, in
cluding a standby letter of credit to an is
suer of securities of which such securities af
filiate is underwriting or placing any secu
rity for the purpose of paying, in whole or in 
part, the principal of, or any interest or divi
dends on, those securities. 

(viii) Extend credit to a customer of a se
curities affiliate for the purpose of repaying, 
in whole or in part, credit extended to such 
customer by the securities affiliate. 

(ix) Except as provided in subparagraph 
(G), extend credit, arrange for the extension 
of credit, or issue a guaranty, acceptance, 
letter of credit, endorsement, asset purchase 
agreement, indemnity, insurance, or other 
credit instrument or facility, including a 
standby letter of credit, to or for the benefit 
of the issuer of any security of which such 
securities affiliate is an underwriter or a 
member of the selling group, or which the se
curities affiliate otherwise places, until (I) in 
the case of an underwriting, 90 days after the 
end of the underwriting period or (ll) in the 
case of a placement, 90 days after the end of 
the placement. 

(x) Except as provided in subparagraph (FJ: 
sell any financial asset of the depository in
stitution or a subsidiary thereof to such se
curities affiliate that is not a security of the 
United States or any agency of the United 
States or a security on which the principal 
and interest are fully guaranteed by the 
United States or any such agency. 

Section 4(n)(4)(B)-Certain Financial 
Transactions of Holding Companies and Sub
sidiaries During Distributions Prohibited
Section 4(n)(4)(B) prohibits a financial serv
ices holding company and a subsidiary of a 
financial services holding company (other 
than a securities affiliate) from, directly or 
indirectly, extending credit or arranging for 
the extension of credit to any person, if such 
credit is secured by, or is used to purchase, 
any security that is the subject of a distribu
tion or placement in which a securities affil
iate of such financial services holding com
pany participates as an underwriter or mem
ber of the selling group or which the securi
ties affiliate otherwise places (other than se
curities issued by an open-end investment 
company or unit investment trust or securi
ties of the United States or any agency of 
the United States or securities on which 
principal and interest are fully guaranteed 
by the United States or any such agency) 
until 30 days after the end of the period in 
which such security is the subject of such 
distribution or placement. 

This paragraph excepts out securities is
sued by an open-end investment company or 
a unit investment trust because firewalls de
signed to address problems relating to an 
analogous set of abuses with respect to open
end investment companies and unit invest
ment trusts are provided elsewhere in the 
legislation. 

It is intended that the covered entities will 
take appropriate action to institute, main
tain, and enforce reasonable and proper sys
tems of supervision, surveillance and inter
nal control to protect against violations of 
this provision. For example, most firms use 
restricted list procedures when a deal is 
about to go public. It is not intended that an 
inadvertent error would be actionable, but a 
pattern of such violations would establish 
the failure to maintain an appropriate sys
tem. 

Section 4(n)(4)(C~Exception for Intra-Day 
Extensions of Credit in Connection with 

Clearing Government Securities-Section 
4(n)(4)(C) provides an exception from the 
general prohibition on extensions of credit 
included in section 4(n)(4)(A). Extensions of 
credit made in the course of clearing U.S. 
Government or agency securities are permis
sible if such extensions of credit are repaid 
on the same calendar day, are incidental to 
the clearing of transactions in those securi
ties, and are fully secured by such securities. 
While clearing credit is to be repaid on the 
same calendar day, the creditors' customers 
may have been unable to deliver securities to 
their customers because a portion of the se
curities expected were not delivered in a 
timely fashion. The impact of a delivery fail
ure, or a computer or other funding or deliv
ery difficulty may cause clearing credit "to 
be repaid on the same calendar day" to be 
delayed for a day or so. Such delays are in
tended to be permitted under this provision. 

Section 4(n)(4)(D~Prohibitions on Dis
criminatory Credit Treatment-Section 
4(n)(4)(D) stipulates that depository institu
tions that choose to offer credit, including 
credit for clearing services for government 
securities to unaffiliated financial institu
tions, must not discriminate in the terms 
and conditions under which this service is 
provided vis-a-vis those made available to 
their own financial affiliates or to their own 
securities department or subsidiaries, unless 
based on objective criteria and sound busi
ness practices. This section requires that the 
Federal Reserve Board monitor the avail
ability, cost, and conditions of such credit 
for clearing services to securities firms not 
affiliated with depository institutions. 
Should the Board determine that this service 
is becoming unavailable, or available under 
conditions that do not permit unaffiliated 
securities firms to compete effectively in the 
government securities market, section 
4(n)(4)(D)(111) requires the Board to promul
gate rules designed to cure the situation, for 
example, by requiring depository institu
tions to offer such services under improved 
conditions and prices to unaffiliated firms, 
by providing such firms direct access to Re
serve Bank clearing, or by making proposals 
to the Congress for remedial legislative 
changes. 

Section 4(n)(4)(E~Review of Intraholding 
Company Transfers--Section 4(n)(4)(E) pro
hibits a financial services holding company 
and, subject to subparagraph (A), a subsidi
ary of a financial services holding company 
(other than a securities affiliate) from ex
tending credit (not otherwise prohibited 
under this Act) to, transferring financial as
sets to, or making an equity investment in, 
any securities aff111ate without prior notice 
to the Board in accordance with regulations 
prescribed by the Board. The Board may pro
hibit any such transaction if the Board de
termines that such transaction would affect 
the financial resources of the financial serv
ices holding company to such an extent that 
the transaction would be likely to impair or 
diminish significantly the ability of the fi
nancial services holding company to take 
any action necessary to comply with the 
capital requirements applicable to each of 
its insured depository institution subsidi
aries. Notwithstanding any other provision 
of law, no insured depository institution 
may make an equity investment in its relat
ed securities affiliate. 

Section 4(n)(4)(F~Asset Purchases From 
Affiliated Bank, Insured Institution, Or Sub
sidiary Thereof-Section 4(n)(4)(F) permits 
an insured depository institution, notwith
standing subparagraph (A)(x) of Section 
4(n)(4), but subject to section 23B of the Fed-
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eral Reserve Act, to sell any a.sset of such in
sured depository institution or subsidiary 
thereof for the purpose of including such as
sets in a pool of assets for the purpose of is
BUing asset-backed securities if: 

(I~ those .-securities are rated as investment 
grade by ll.t least one unaffiUated, nationally 
recognized statistical rating organization; 

(ll) those se-curities are issued or guaran
te.ed by a government sponsored enterprise 
which the Board has determined by regula
tion to be permissible for purposes of this ex
ception; 

(ill) those -securities represent interests in 
securities described in subclause (ll) above; 

(IV) the price at which an equity security 
or the yield at which a debt security to be 
distributed to the public is established at a 
price no higher, or yield no lower, than that 
recommended by a qualified independent un
derwriter which has also participated in pre
paring the registration statement and pro
spectus, offering circular, or similar docu
ment; or 

(V) those securities would not be the sub
ject of a public offering and would be sold 
only to accredited investors, as defined in 
the Securities Act of 1933. 

The Board, after consultation with the 
SEC, shall prescribe regulations to ensure 
compliance with these requirements. The 
above-listed exceptions to subparagraph 
(A)(x) of section 4(n)(4) are intended largely 
to parallel NASD Schedule E,. which address
es asset sales to affiliated entities for under
writing purposes. 

Section 4(n)(4)(G)-Exceptions to Credit 
FaciUty Limitation&-Section 4(n)(4)(G) 
would provide tthree exceptions to the prohi
bitions of section 4(n)(4)(A)(ix). The first ex
ception in subpara.gra.ph (G) would be avail
able for a credit fac111ty that was entered 
into at least 60 days before the commence
ment of the underwriting or placement, un
less such credit arrangement had been en
tered into in anticipation of such underwrit
ing or placement. It is intended that credit 
facilities entered into before that 60 days 
still be subject to applicable arm's length re
quirements. 

The second exception would be available if 
the credit facility is a renewal or extension, 
on the same or substantialJ,y the same terms 
and conditions, of a credit fac111ty entered 
tnto by the institution wi<th the same issuer 
at Jeast 2 years before the ~nning of such 
1al-day period, J)l'Ovided that the securities af
tlliate is not a "significant l)al'ticipant in the 
underwriting or placement.," .as defined by 
the SECt It is intended that an Eextension or 
renewal of ..a credit facillt.Y ehall not be 
deemed to be on "the same or substantially 
the same terms and conditions" .:.tr the inter
est l'&te or rates, the collatle.ral, t;he matu
rity. or any other:.relevant term or condition 
is more fay.or.able to the borrower or bene
ficl&ry tb&n prev&iling market <:onaltions at 
the time o! rsueh extension or renewal if the 
same credit facntty was being 'Pr<Wided de 
novo by an unaffiliated, objective thm1 party 
lender. Terms and conditions should differ 
only to the .extent .necessary to con!Gl'm to 
market conditions at the time of the l'fllewa1 
or extension. 

Further, the term ·~significant pa.rtlclpant 
in the underwriting .Ol' placement" sha.U be 
defined in relation to such factors as the af
filiate's percentage participation in the ·un
derwriting or placement in comparison to 
other participants and its management re
sponsibilities for the underwriting or place
ment. Because there are circumstances in 
which less or sometimes substantially less 
than a majority interest or participation can 

noneth~ess render a securities affiliate a 
"s1gni1icant participant in the underwriting 
or pll':woement", more precise definition of 
this term has been left to the SEC. This con
cept of a "significant participant in the un
derwriting or placement" is relevant as well 
to the provisions in subclause (IV~ of clause 
(i>ii). 

The third exception would be .available for 
credit facilities that (1) comply with Board 
regulations reasonably designed to prevent 
unfair or coercive practices and subsidies, (2) 
meet certain conditions designed to ensure 
that the extension of credit is arm's length 
and does not provide any prohibited subsidy 
to the issuer, and (3) comply with clauses (iv) 
through (vi) of subparagraph (G). 

Although the third exception is condi
tioned on compliance with clauses (iv) 
through (vi) of subparagraph (G), those 
clauses apply with respect to any excepted 
credit facility. Clause (iv) requires the board 
of directors of the financial services holding 
company to establish policies and procedures 
to ensure that the insured depository insti
tution is aware when the credit fac111ty 
would fall within the subparagraph (A)(ix) 
proscription. Clause (v) requires the insured 
depository institution and securities affili
ate to maintain certain segregated records 
and file certain reports with the Board and 
the SEC concerning their compliance with 
the requirements of subparagraph (G). The 
arm's length demonstration to be supported 
by the records does not require documenta
tion that a covered transaction was identical 
to another transaction with a borrower that 
was not an issuer. Clause (vi) requires the 
boards of the financial services holding com
pany and the insured depository institution 
to (1) review annually the procedures of the 
holding company for compliance with the 
conditions of subparagraph (G), (2) determine 
quarterly that all significant credit fac111ties 
entered into by the insured depository insti
tution which are made in reliance on the sec
ond exception were effected in compliance 
with such exception, and (3) promptly notify 
the Board and the SEC of any transaction 
that is not in compliance with the conditions 
of subparagraph (G). 

The Board is authorized, in consultation 
with the SEC, to make such regulations as 
.may be necessary or appropriate to imple
ment the provisions of subparagraph (G) and 
to define the terms used therein. With re
spect to any Board rulemaking under this 
subparagraph, if the SEC comments in writ
- on a proposed regulation of the Board 
that has been published for comment under 
tobllil ·subparagraph, the Board must respond 
in w.riting to the SEC's written comment be
fore .adopting such regulation. The Board 
must., tat the request of the SEC, publish such 
comment and response in the Federal Reg
ister &t the time of publishing the adopted 
regulati.un. 

Tile Ekl>ard's authority to define the terms 
used in this provision is vital to its imple
mentatiou. In particular. the Board is au
thorized w define the terms usenior manage-. 
ment," "«ecutive management." "signifi
cant creditfac111ty," and "signiflca.nt partic
ipant in a credit facility." It is intended that 
the term _.senior management" be defined to 
ensure that the approvals that must 'be made 
by senior mauagement are made at an appro
priately high level. Although senior man
agers need not be senior executives or an in
stitution, they should not be loan officers. 

The term "eecutive management" is in
tended to refer to a higher level within an in
stitution's management. The category of ex
ecutive management should be limited to ex-

ecutive officers, such as the institution's 
president, those vice presidents in charge of 
a principal business unit, division, or func
tion, or those officers with a significant pol
icy-making function. The term "executive 
management" should not include individuals 
who, although denominated "vice presi
dent", "senior vice president", or the like, 
do not have significant supervisory or pol
icy-making responsib111ties. 

The term "significant credit fac111ty" shall 
be defined with reference to such factors as 
the principal amount of the fac111ty in abso
lute terms, the size of the facility in relation 
to the insured depository institution's cap
ital and lending limits, and the size of the fa
c111ty in relation to the institution's other 
outstanding loans. The Board could also take 
into account whether the credit fac111ty was 
related to the underwriting. The term "sig
nificant participant in a credit fac111ty" 
should be defined according to the relative 
participation of an insured depository insti
tution in a credit fac111ty, as measured by 
such factors as the percentage participation 
of the institution in comparison to other 
participants and the management respon
sibilities of the institution over the fac111ty. 

The terms "significant participant in a 
credit fac111ty" and "significant participant 
in the underwriting or placement" trigger 
the certification required of the affiliate and 
the issuer under subclause (IV) of clause (iii). 
This certification will always be required 
where the insured depository institution is 
the lead bank on a covered credit fac111ty 
and its securities affiliate is a co-manager of 
a covered transaction. 

The purpose of section 4(n)(4)(A)(ix) is to 
remove a conflict of interest that could lead 
an insured depository institution either to 
assume large credit risks or to impose a 
tying arrangement on borrowers for the ben
efit of its securities affiliate. This conflict 
arises from the availability of insured depos
its to support the underwriting activities of 
the securities aff111ate. A depository institu
tion coUld condition the ava1lab111ty of cred
it on the borrower's use of the securities af
filiate. 

Alternatively, a depository institution 
could assume greater risks in order to induce 
borrowers to use the securities affiliate. One 
very common problem during the 1980s was 
the granting of often highly imprudent loans 
by savings and loan associations to commer
cial real estate developers motivated by the 
ability to take into income immediately the 
loan origination fees (or "points") paid by 
the borrower. Using the immediate booking 
of fees, institutions could boost their net in
come and pay it out as salaries or dividends. 
Of course, the association was left saddled 
with a loan that might never be repaid, but 
that problem would not manifest itself until 
long after the fee income had been obtained. 

This provision is designed to provide a sim
ple and enforceable protection against a 
bank making an imprudent loan in order to 
obtain underwriting business for its securi
ties affiliate. Like the S & L loan points, un
derwriting fees can be taken into income im
mediately. Therefore, a holding company 
would have an inducement to seek to obtain 
underwriting business and fees by offering an 
issuer choosing among competing under
writers a loan in either an otherwise un
available amount or at a concessionary in
terest rate. 

In either case, the decision to extend credit 
would not be objectively made and would 
present unacceptable risks to the taxpayer. 
The provision thus protects the taxpayer by 
ensuring that the institution's credit judg-
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ment takes priority over its interest in as
sisting the securities aff111ate. 

Under this provision, the Board will adopt 
rules designed to ensure that institutions 
that make credit extensions during the win
dow surrounding and including the under
writing or placement neither use the avail
ability of credit to subsidize their securities 
affiliates nor coerce potential borrowers into 
using the underwriting services of a securi
ties affiliate. These rules shall be consistent 
with the essential purposes of the provision, 
which is the separation of the lending and 
underwriting activities of insured depository 
institutions and their securities affiliates 
and the protection of the federal safety net 
and institution borrowers from illegitimate 
practices that benefit the securities affiliate. 
Implementation of this provision and the 
Board's rules thereunder will be assured 
through the exercise of the examination and 
enforcement authority of the Board and the 
SEC. 

The phrase "coercive or unfair practices" 
in clause (ii) is intended to include the ex
press tying of credit facilities by an insured 
depository institution to investment bank
ing services provided by affiliates. "Coercive 
or unfair practices" also include any conflict 
that would violate Section 5 of the Federal 
Trade Commission Act or comparable stat
utes barring unfair competitive activities. 
For example, any communication that might 
reasonably be construed as an indication to 
a borrower (or, by the same token, to an is
suer of securities underwritten by a securi
ties affiliate) that the decision by the in
sured depository institution to provide or 
continue to provide a credit facility will be 
influenced by the borrower's (or issuer's) 
willingness to use the services of the securi
ties affiliate would be a "coercive or unfair 
practice." Also intended to be captured 
would be an implicit quid pro quo in the 
form of an understanding between the par
ties that the tied purchase would, for exam
ple, result in more flexibility on the part of 
the insured depository institution in servic
ing the loan. 

Similarly, "induce" for purposes of this 
subparagraph means any act or communica
tion by an insured depository institution 
where, under the circumstances surrounding 
such act or communication, it can reason
ably be construed as having the potential of 
affecting the decision of the borrower or is
suer to use the services of the insured deposi
tory institution's securities affiliate. 

The provisions of subparagraph (G) are in 
addition to the prohibitions contained in 
Section 23B of the Federal Reserve Act (as 
amended by Section 433 of this legislation) 
and Section 106 of the Bank Holding Com
pany Act Amendments of 1970. These laws 
also address coercion and tying by deposi
tory institutions. 

Section 4(n)(5}-Prohibition on Reciprocal 
Arrangements Within the Holding Com
pany-Section 4(n)(5) prohibits any affiliate 
of a financial services holding company from 
engaging in any transaction or reciprocal ar
rangement for the purpose of evading any re
striction or limitation imposed with respect 
to the safeguard provisions of this Act. 

This prohibition includes reciprocal as well 
as nonreciprocal arrangements with affili
ates, unaffiliated companies, and customers 
for the purpose of evading the provisions of 
the bill. 

Section 4(n)(6}-Interlocking Directors, 
Management Officials, and Employees Pro
hibited-Section 4(n)(6) prohibits an insured 
depository institution controlled by a finan
cial services holding company or any sub-

sidiary of any such institution from allowing 
any director, management official, or em
ployee of such institution or subsidiary to 
serve at the same time as a director, man
agement official, or employee of any securi
ties affiliate controlled by such holding com
pany. The Board is given the authority to 
grant exemptions, after consultation with 
the SEC, from these interlocking restric
tions. In making such determinations, the 
Board shall consider the size of the financial 
services holding company, insured deposi
tory institution and securities aff111ate in
volved; the burdens such restrictions impose; 
the safety and soundness of the insured de
pository institution and securities affiliate; 
and other appropriate factors, including un
fair competition in securities activities or 
the improper exchange of nonpublic cus
tomer information. 

This provision contains two exceptions: (1) 
for certain small financial services holding 
companies and (2) for certain back office op
erations. The Board shall grant, by regula
tion, an exemption with respect to inter
locks with respect to holding companies 
whose total banking assets do not exceed 
$500,000,000. Further, the prohibitions under 
subparagraph (A) of section 4(n)(6) do not 
apply to any employee, other than an officer 
or director, employed by the financial serv
ices holding company or any subsidiary of 
such company to perform clerical, account
ing, bookkeeping, statistical, or similar 
functions if such functions are performed in 
a separate office or facility that is not open 
to · the general public and in a manner con
sistent with the requirements determined by 
the Board after consultation with the SEC. 

The term "management official" includes 
any officer and any employee with manage
ment functions (including a branch man
ager), any trustee of a business organization 
under the control of trustees (such as a mu
tual savings bank), and any person who has 
a representative or nominee serving in any 
such capacity. 

Section 4(n)(7}-Prohibition on Favoring 
Captive Agents- Section 4(n)(7) states that 
an insured depository institution subsidiary 
of a financial services holding company may 
not (i) require that a customer use a particu
lar insurance agent, (ii) solicit sale of insur
ance that is required under any loan unless 
the customer has been advised in writing of 
antitying provisions, (iii) solicit any insur
ance products required on any loan or exten
sion of credit unless the customer has re
ceived a written commitment regarding the 
loan or credit, (iv) reject insurance contracts 
solely because such policy was issued or un
derwritten by any person not an affiliate of 
such subsidiary, (v) unless otherwise author
ized by law, impose a separate charge in con
nection with a contract that requires insur
ance, or (vi) engage in other activities favor
ing an affiliated insurance agent. Insurance 
is defined for purposes of paragraph (7). Also, 
subparagraph (iii) is not intended to preclude 
a bank from requiring insurance for the col
lateral for a loan. 

Section 4(n)(8}-Authority To Modify and 
Impose Additional Safeguards-Section 
4(n)(8) permits the Board, in order to pre
serve the safety and soundness of insured de
pository institution subsidiaries of financial 
services holding companies, and to ensure 
that the activities of any financial services 
holding company and any subsidiary of any 
such company (other than an insured deposi
tory institution subsidiary) are conducted 
without the support of insured depository in
stitution affiliates, to 

(i) by regulation or order, adopt additional 
limitations or restrictions on any extension 

of credit or financial assistance or any trans
action which has the effect of providing fi
nancial assistance by any insured depository 
institution subsidiary of any financial serv
ices holding company to, or for the benefit 
of, any affiliate of such institution which is 
engaged in any new financial activity or any 
customer of such affiliate; and 

(11) after consulting with and considering 
the views of the SEC, modify by regulation 
any limitation on the activities of financial 
services holding companies and their affili
ates contained in this subsection. 

Paragraph (B) of section 4(n)(8) establishes 
standards governing the exercise of author
ity under paragraph (A) of section 4(n)(8). 
Specifically, any authority under subpara
graph (A)(i), with respect to additional limi
tations or restrictions, is to be exercised 
only after taking into account potential ad
verse effects of any extension of credit or 
other transaction referred to in such sub
paragraph, including unfair competition, 
conflicts of interest, and unsafe banking 
practices. 

Any authority under subparagraph (A)(ii) 
to modify any limitation on activities con
tained in this section shall be exercised only 
if the Board, after consulting with and con
sidering the views of the SEC, concludes that 
modifying such limitation is necessary to 
achieve a purpose of this Act, is consistent 
with the purposes of this section, the public 
interest, and the protection of investors, and 
would not be likely to result in any adverse 
effects, including unfair competition, con
flicts of interest, unsafe banking practices, 
or undue risks to the Federal deposit insur
ance funds. 

It is intended that the authority under this 
subparagraph (A)(ii) not be exercised in such 
a way as to undermine, directly or indi
rectly, in whole or in part, the intent of the 
firewalls and the investor, depositor, tax
payer and other safeguards contained in sec
tion 4(n). It is also expected that the Board 
and the SEC will be responsive to one an
other's views and will act pursuant to this 
paragraph in a coordinated fashion. Because 
of the mirror-image safeguards established 
by this Act that are to be enforced by the 
SEC and the Board with respect to the secu
rities affiliate and the insured depository in
stitution, respectively, unilateral or incon
sistent action by either agency w111 have the 
practical effect of negating modification of 
any limitation made pursuant to this para
graph. 

Section 4(n)(9}-Divestiture for Continuing 
Course of Misconduct Aff111ated With Securi
ties Affiliate-Section 4(n)(9) provides the 
Board with the authority to require a finan
cial services holding company which con
trols a securities affiliate to divest either its 
securities affiliate or the insured depository 
institution, at the option of the holding com
pany, where the holding company or any of 
its subsidiaries has engaged in a continuing 
course of conduct involving violations of the 
securities activities and firewall provisions 
contained in section 4(n), or regulations pre
scribed or orders issued thereunder by the 
Board. This section also provides for notice, 
an administrative hearing, and adjudicatory 
procedures for requiring such divestiture. In 
carrying out this section, the Board shall 
consult with and provide timely notice to 
the SEC. As noted above, any divestiture of 
a securities affiliate must be affected pursu
ant to SIPA and the federal securities laws. 

Section 4(o}-Exception for Certain Non
banking Investments-Section 4(o)(1) per
mits a holding company to own or control 
voting shares of a company engaged in ac-
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tivities that are not permitted for financial 
services holding companies in two cir
cumstances. Subparagraph (A) is amended to 
provide that: the shares must have been ac
quired before September 30, 1991; the com
pany on such date was an affiliate of an en
tity that is registered with the SEC as a 
broker, dealer, government securities 
broker, government securities dealer, invest
ment company, or investment adviser; and 
the aggregate investment in all such shares 
does not exceed 5 percent of the financial 
services holding company's capital and sur
plus on a consolidated basis. 

Section 403(b) makes conforming amend
ments to section 4 of the Bank Holding Com
pany Act including replacing references to 
"bank holding company" and "bank" with 
references to "financial services holding 
company" and "insured depository institu
tion." 

Section 403(c) sets forth a rule of construc
tion relating to the removal of section 
4(c)(8)(A) through (G) to section 4(i)(5) of the 
Bank Holding Company Act. The rule states 
that the amendments shall not be construed 
as making any substantive change in the 
meaning of former subparagraphs (A) 
through (G) of section 4(c)(8) and that any 
regulations or orders under or interpreta
tions of such subparagraphs shall remain in 
effect on and after the date of enactment of 
the Financial Institutions Safety and 
Consumer Choice Act. 

Sec. 404. Registration and Enforcement 
Section 404 amends the Bank Holding Com

pany Act to create a new section 5. 
Under new section 5, the Board continues 

to function as the umbrella supervisor of the 
financial services holding company and its 
subsidiaries. In such capacity, the Board 
shall oversee the activities of the holding 
company and all its subsidiaries and affili
ates to ensure the soundness of the holding 
company and to protect its insured deposi
tory institution. Notwithstanding the lan
guage in subsection (d) of section 404 permit
ting the Board to conduct on-site examina
tions of any subsidiary of a financial services 
holding company, the SEC remains the pri
mary regula tor, supervisor and examiner of 
any securities firm, including those in a 
holding company, pursuant to its authority 
under the federal securities laws. The bill 
specifically requires consultation between 
the Board and the SEC, use of SEC exams to 
the extent possible, and reciprocal notice be
fore any examination commences of a securi
ties firm regulated by the SEC. The bill also 
authorizes the SEC to accompany the Board 
on any examination of an SEC-registered en
tity.:' The Board is generally expected to use 
the FOCUS and other reports regarding secu
rities firms made by the SEC and the self
regulatory organizations. The SEC remains 
the primary regulator of all securities firms. 
As indicated above, the Board's authority 
with respect to covered securities firms is 
limited to ensuring the financial strength of 

2Section 17(b) of the Securities Exchange Act of 
1934 provides that all records of every member of a 
national securities exchange, broker or dealer who 
transacts a business in securities through the me
dium of any such member, registered broker or deal
er, registered municipal securities dealer, registered 
securities information processor, registered transfer 
agent, and registered clearing agency are subject at 
any time, or from time to time, to such reasonable 
periodic, special, or other examinations by rep
resentatives of the SEC and the appropriate regu
latory agency for such persons as the SEC or the ap
propriate regulatory agency for such persons deems 
necessary or appropriate in the public interest, for 
the protection of investors, or otherwise in further
ance of the purposes of the Exchange Act. 

the holding company consistent with the 
purposes of the Bank Holding Company Act. 

Section 5(a) requires that a financial serv
ices holding company must register with the 
Board within 180 days of becoming a finan
cial services holding company. Registration 
shall be documented on forms prescribed by 
the Board, which shall include information 
concerning the financial condition and oper
ations, management, and inter-company re
lationships of the registrant and its affili
ates, as well as any additional information 
deemed appropriate by the Board. Under sub
section (a)(2), the regulators retain the dis
cretion to extend the registration period be
yond 180 days. 

Section 5(b) authorizes the Board to pre
scribe such regulations and issue such orders 
as may be necessary to enable the Board to 
administer and carry out the purposes of the 
Bank Holding Company Act and prevent eva
sions thereof. Subsection (b)(2) requires the 
initial regulations implementing section 5 
after the enactment of H.R. 6 to be proposed 
and prescribed by the Board and published in 
final form before January 1, 1993. 

Section 5(c) sets forth the recordkeeping 
and reporting requirements that may be im
posed by the Board on a financial services 
holding company. 

Subsection (c)(l)(A) provides that the 
Board may require a financial services hold
ing company and its insured depository in
stitution subsidiaries to file reports under 
oath with the Board to keep the Board in
formed as to compliance with the provisions 
of the Bank Holding Company Act and regu
lations prescribed and orders issued there
under. Subsection (c)(l)(B) provides that, for 
insured depository institution subsidiaries 
for which the primary regulator is not the 
Board, the Board is required to consult with 
and, to the extent possible, use reports ob
tained by any other appropriate Federal 
banking agency. 

Subsection (c)(2)(A) provides that the 
Board may require any financial services 
holding company and any subsidiary thereof 
(other than an insured depository institu
tion) to file reports with the Board if the 
Board reasonably believes that the activities 
or financial condition of such companies are 
likely to have a material impact on the fi
nancial or operational condition of any in
sured depository institution subsidiary of 
the company (or any subsidiary of the insti
tution). It is not intended that the Board de
termine in advance that all affiliates of an 
insured depository are likely to have a mate
rial impact on the financial or operational 
condition of an affiliated depository institu
tion. In promulgating rules or otherwise in
terpreting "material aff111ates" under this 
subsection, the Board may find it useful to 
consider factors similar to those set forth in 
the SEC's proposed risk assessment rules re
garding "material associated persons" sub
ject to such rules.s As noted above, the 

3 Section 17(h) of the Securities Exchange Act of 
1934, which was adopted as part of the Market Re
form Act of 1990, provides for new recordkeeping and 
reporting obligations for broker-dealers that are 
members of holding company systems. These risk
assessment provisions permit the SEC to assess the 
risks that holding company system units pose to 
broker-dealers. The SEC authorized to require reg
istered broker-dealers to (1) obtain such informa
tion, (2) make and keep such records, and (3) provide 
summary reports of such information to the SEC, 
concerning: (a) policies, procedures or systems for 
monitoring and controlling financial and operations 
risks, resulting from (b) financial and securities ac
tivities conducted by, and the customary sources of 
capital and funding of, (c) those associated persons 
whose business activities are reasonably likely in 

Board should use existing reports filed with 
other functional regulators for this purpose 
whenever possible. In addition, any such re
ports should not be onerous in nature. 

Subsection (c)(2)(B) provides that, where 
such material affiliates also have another 
functional regulator, the Board is required 
to consult with and, to the extent possible, 
use reports obtained by any such functional 
regulator. In the case of a subsidiary which 
is registered with the Commission as a 
broker, dealer, government securities 
broker, government securities dealer, invest
ment company, or investment adviser, the 
Board must comply with paragraph (5). 

Subsection (c)(S)(A) provides for reciprocal 
access to reports, other than examination re
ports, between the Board and any functional 
regulator of any financial affiliate which is 
not a subsidiary of a financial services hold
ing company, if the other functional regu
lator reasonably believes that the activities 
or financial condition of an insured deposi
tory institution or financial services holding 
company is likely to have a material impact 
on the condition of the financial affiliate. 
Subsection (c)(3)(B) provides for reciprocal 
access to reports, other than examination re
ports, between the Board and any other ap
propriate Federal banking agency for an in
sured depository institution of any affiliate 
of the insured depository institution, if such 
agency believes that the activities or finan
cial condition of such affiliate is likely to 
have a material impact on the insured depos
itory institution. The provisos excepting ex
amination reports are not intended to pre
clude the sharing of examination reports by 
regulators on a case-by-case basis, as is cur
rently done. 

Subsection (c)(4) requires the Board and 
the SEC to adopt procedures to coordinate 
and provide for the cooperative exchange of 
information and reports regarding entities 
under their respective jurisdictions as may 
be necessary to carry out their regulatory 
responsibilities under the Bank Holding 
Company Act and the federal securities laws. 
By January 1, 1993, the Board and the SEC 
are required to report to Congress regarding 
the procedures adopted to carry out such in
formation coordination. 

Subsection (c)(5) authorizes the Board to 
ask the SEC to provide such information as 
may be reasonably necessary for the Board 
to conduct its supervisory responsibilities 
regarding an affiliate that is registered with 
the SEC as a broker, dealer, government se
curities broker, government securities deal
er, investment company, or investment ad
viser. Such requests are intended to supple-

any particular case to have a material impact on 
the financial or operational condition of the reg
istered broker-dealer. 

Pursuant to this authority, the SEC has recently 
proposed temporary recordkeeping and reporting re
quirements. Proposed rule 17h-1T would require a 
broker-dealer to maintain and preserve certain in
formation concerning each "material associated per
son" of the broker-dealer. Whether an associated 
person of a broker-dealer should be designated as a 
material associated person, thereby triggering the 
risk-assessment obligations, will depend on the fact 
and circumstances. 

For guidance in determining materiality, proposed 
rule 17h-1T(a)(3) attributes relevance to the follow
ing factors: (1) nature and proximity of the relation
ship between the broker-dealer and the associated 
person; (2) overall funding needs of the broker-dealer 
and financial dependence on the associated person; 
(3) reliance by the broker-dealer or its customers on 
the associated person for operational support or 
services; (4) level of risk in activities of the broker
dealer or the associated person; and (5) ability of the 
associated person to cause withdrawal of capital 
from the broker-dealer. 
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ment the Board's information-gathering au
thorities during an emergency or other ex
traordinary situation. The Board should not 
request additional routine information that 
it ordinarily should obtain through the use 
of FOCUS or other existing reports that it 
obtains pursuant to subsection (c)(2)(A). In 
response to such a request from the Board, 
the SEC must use reasonable d111gence to 
provide promptly to the Board such of the 
requested information regarding such SEC
registered affiliate as the SEC has available. 
If the Board needs additional information re
garding such affiliate, it may then request 
that the SEC obtain such information, 
through examinations or otherwise. In re
sponse to a request from the Board for such 
additional information, the SEC must use 
reasonable diligence to obtain such informa
tion, including, if necessary, by conducting 
an examination of the aff111ate, and must 
promptly provide to the Board such of the 
requested information as it has obtained. 
The Board may obtain such information 
from the SEC-registered affiliate directly 
only if the SEC does not comply with the 
Board's request. "Promptly" and "reason
able diligence" wm vary according to the 
particular facts and circumstances and the 
nature and amount of information being 
sought. 

Subsection (c)(6) provides that any reports 
obtained from the Board, any appropriate 
Federal banking agency, or other functional 
regulator under this subsection may not be 
disclosed to the public by the recipient agen
cy or other regulator and may not be dis
closed to any other governmental agency ex
cept as otherwise permitted by law. Reports 
obtained under this subsection may be used 
only to carry out the purposes of this sub
section or as otherwise permitted by law. It 
is intended that Congress be specifically ex
cluded from the restriction so that its over
sight and investigations function is not im
paired. 

Section 5(d)(l) provides general authority 
for the Board to conduct examinations, in
cluding on-site examinations, of any finan
cial services holding company, any insured 
depository institution subsidiary of such 
holding company, any subsidiary of such in
sured depository institution, and any other 
subsidiary of such financial services holding 
company. The Board shall consult with and, 
to the extent possible, use the report of ex
amination made by any other appropriate 
Federal banking agency, the appropriate 
State bank supervisor, or any other func
tional regulator. The cost of examinations of 
a financial services holding company and 
any subsidiary thereof shall be assessed 
against, and paid by, the financial services 
holding company. Before beginning any ex
amination of any broker, dealer, government 
securities broker, government securities 
dealer, investment company, or investment 
adviser, the Board must notify the SEC of 
the examination and the SEC may accom
pany the Board and conduct its own exam
ination. 

Paragraph (2)(A) authorizes the SEC and 
each firewall examining authority to con
duct examinations, including on-site exami
nations, for the purpose of determining com
pliance with the firewall provisions. Para
graph (2)(B) requires the Board and the SEC, 
to the maximum extent possible, to coordi
nate conduct of such examinations in order 
to avoid unnecessary regulatory duplication 
and undue regulatory burdens. In coordinat
ing firewall examinations, the Board and the 
SEC shall establish procedures for the shar
ing and use of information, shall specify the 

minimum scope and frequency of such ex
aminations, and shall establish such addi
tional procedures as the Board and the SEC 
believe will fac111tate the administration and 
enforcement of the firewall provisions. Ordi
narily, a securities affiliate that is reg
istered with the SEC shall be examined once 
each year and a financial services holding 
company, each insured depository institu
tion subsidiary thereof, and each subsidiary 
of such insured depository institution shall 
be examined at least once during each 12-
month period (beginning on the date on 
which the most recent examination of such 
company or subsidiary ended) for purposes of 
determining compliance with the firewall 
provisions. 

Paragraph (2)(C) requires each general ex
amining authority to cooperate with each 
firewall examining authority to the maxi
mum extent practicable with respect to the 
sharing and use of information and conduct
ing examinations. Paragraph (2)(D) requires 
each firewall examining authority to provide 
timely notice, whenever it intends to con
duct an examination of an entity for firewall 
compliance purposes, to each general exam
ining authority for such entity. Any such 
general examining authority may accom
pany the firewall examining authority and 
participate in such examination. When ap
propriate, the firewall examining authority 
shall consult with, and to the extent pos
sible, use the report of examination made by 
the general examining authority, any appro
priate State bank supervisor, any State se
curities commission, or any other functional 
regulator. The cost of any covered examina
tions shall be assessed against, and paid by, 
the affiliate for which the firewall examining 
authority is the general examining author
ity. 

Paragraph (3) requires general examining 
authorities and firewall examining authori
ties promptly to inform each other of the re
sults of any examination concerning compli
ance with the firewall provisions. Paragraph 
(4) contains the definitions relevant to exam
ination authority. 

Section 5(f) provides the Board with addi
tional enforcement authority. 

Pursuant to section 5(f)(l), in addition to 
any other authority of the Board, the Board 
may take any action described in paragraph 
(2) if the Board has reasonable cause to be
lieve that any financial services holding 
company, or any subsidiary of a financial 
services holding company (other than an in
sured depository institution), is engaged in 
activities in such a manner as to constitute 
a serious risk to the financial safety, sound
ness, or stab111ty of any insured depository 
institution affiliate. Congress expects the 
Board to adopt regulations specifically defin
ing such activities so that entities have no
tice of activities that are subject to the 
Board's enforcement authority under this 
section. 

Paragraph (2) authorizes the Board to in
stitute cease and desist proceedings or to 
issue a temporary order against any covered 
entity that is engaged in qualified financial 
activities and that is not a registered broker 
or dealer affiliate to (i) cease and desist from 
engaging in the activity in question and (11) 
take affirmative action to prevent signifi
cant dissipation of assets or '8arnings of an 
insured depository institution affiliate. The 
Board may also require any financial serv
ices holding company to increase its capital, 
however, any such action may not impact 
the capital or other financial responsib111ty 
requirements of other functional regulators. 

If any company described in paragraph (1) 
fails to comply with any order discussed 

above, the Board may order the company to 
divest itself of either (1) the insured deposi
tory institution or (ll) the offending 
nonbank affiliate within 120 days. Due notice 
and an opportunity for a hearing must be 
provided prior to any order to divest. If the 
Board makes the finding described in para
graph (1) with respect to a registered broker 
or dealer or government securities broker or 
dealer affiliate, the Board (after due notice 
and opportunity for a hearing and after con
sidering the views of the SEC) may order the 
holding company to terminate the ownership 
or control of such broker or dealer in the 
same time periods and by the same methods. 
A holding company may divest by selling the 
affiliate to a third party or by a pro rata dis
tribution of the shares of the affiliate to all 
of the shareholders of the distributing hold
ing company. Any divestiture or liquidation 
of a securities affiliate shall, of course, be ef
fected pursuant to the requirements of the 
Securities Investor Protection Act and the 
federal securities laws. 

The Board may enforce any order issued 
under this subsection in the United States 
District Court within the jurisdiction of 
which the principal office of the holding 
company is located. 

Section 5(g) generally requires the Board 
and the SEC to use reasonable efforts to co
ordinate enforcement proceedings for viola
tions of the firewall provisions and requires 
each agency to file with the other agency no
tices before the commencement of any pro
ceeding and a copy of any order entered after 
such proceeding. The Board and the SEC 
shall each inform the other of any violation 
or suspected violation of the requirements of 
section 4(n) of the Bank Holding Company 
Act and section 15D of the Exchange Act, and 
may recommend such enforcement action 
with respect to such violation as each deter
mines to be appropriate. 

Effective enforcement of the firewalls wm 
require the close cooperation of the Board 
and the SEC, and section 5(g) is intended to 
provide a mechanism for this cooperation. 
Nevertheless, the effective enforcement of 
the firewall provisions also requires that the 
authority of each agency to enforce those 
firewalls with respect to entities within its 
jurisdiction remain unimpaired so that there 
are no gaps that can be exploited by would
be malefactors. Section 5(g)(2) makes clear 
that the allocation of firewall enforcement 
responsib111ty in section 5(g) does not in any 
way infringe on the current authority of the 
SEC under the federal securities laws to ex
amine entities registered with it or to con
duct investigations of possible violations of 
law. The provision preserves the existing au
thority of the SEC to bring a civil action 
seeking an injunction, a civil money pen
alty, or other relief against any person who 
violates the federal securities laws, either di
rectly or as an aider and abettor, and to 
bring an administrative proceeding, such as 
those under sections 15(b)(4) and 15(b)(6) of 
the Exchange Act, where appropriate. The 
provision likewise preserves the existing au
thority of the Board under the Bank Holding 
Company Act. Preservation of these authori
ties wm be essential to meaningful coopera
tion between the agencies and the effective 
enforcement of sections 4(n) and 15D. 

Sec. 405. Reservation of Rights to States; 
Preemption of Anti-Afflliation Provisions 
Section 405 amends section 7 of the Bank 

Holding Company Act to continue the cur
rent law's existing requirement that the Act 
not be construed so as to diminish the exist
ing or future powers and jurisdiction of any 
State regarding companies, banks, financial 
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services holding companies, and any of their 
subsidiaries. 

Subsection 7(b) creates three exemptions 
from the reservation of rights to the States. 
First, no State law shall prevent or impede 
any insured depository institution (or any 
affiliate) from being or becoming a subsidi
ary or affiliate of a financial services holding 
company (or affiliate) because of the activi
ties engaged in by either the depository in
stitution (or any affiliate) or the financial 
services holding company (or any affiliate). 

Second, no State law shall prevent or im
pede any financial services holding company 
(or any affiliate) from acquiring, owning, 
controlling, or affiliating with any insured 
depository institution (or any affiliate) be
cause of the activities engaged in by either 
the depository institution (or any affiliate) 
or the financial services holding company (or 
any affiliate). 

Third, no State law may prevent or impede 
any insured depository institution (or any 
affiliate) from (I) offering or marketing the 
products or services, except insurance, of 
any affiliated financial services holding com
pany (or any affiliate) or (2) having its own 
products or services offered or marketed by 
any affiliated financial services holding com
pany (or any affiliate). However, cross mar
keting of insurance products and services in 
insured depository institution affiliates is 
permitted only to the extent such activities 
are permitted for State banks in the particu
lar State in which the products or services 
are to be offered. 

State laws governing the examination, su
pervision, or regulation of financial service 
providers or the protection of consumers are 
not preempted unless any particular law is 
inconsistent with the purposes of the Finan
cial Services Holding Company Act (in which 
case the State law will be preempted only to 
the extent of the inconsistency). 

The provisions of subsection (b) apply to 
foreign bank branches, agencies, and com
mercial lending companies as these terms 
are defined in the mA. 

New section 7(b)(4) provides that, notwith
standing any other provision of this sub
section, a State shall not be preempted from 
enforcing any State law that prohibits any 
ownership, control, or activity that is pro
hibited by this Act. 

Sec. 406. Penalties 
Section 406 amends section 8 of the Bank 

Holding Company Act by striking the term 
"profit significantly" and replacing it with 
the term "obtain anything of value." 

In addition, section 8 is amended to allow 
civil and criminal penalties for violations of 
the Act to be imposed upon financial services 
holding companies. 

Sec. 407. Conforming Amendments to 
Section 11 

Section 407 makes certain conforming 
amendments to section 11 to replace ref
erences to a "bank holding company" and 
"bank" with a "financial services holding 
company" and "insured depository institu
tion," respectively. 
Sec. 408. Application of the Limitations on 

Tying Arrangements and Insider Lending 
To Financial Services Holding Companies 
Section 408 replaces the term "bank hold-

ing company" with "financial services hold
ing company" in that portion of the Bank 
Holding Company Act Amendments of 1970 
governing tying arrangements and in that 
portion of the Federal Reserve Act governing 
insider loans. 

Subsection (b) states the general rule that 
& financial services holding company and its 

nonbank subsidiaries may not provide prod
ucts or services or set or vary the cost of 
products or services on the condition or re
quirement that the customer also obtain 
products or services from an affiliated bank. 

Two exceptions to the general prohibition 
on tying are provided. First, products and 
services of a bank and an affiliate of a bank 
may be offered together and the price of the 
nonbank product may be varied on the condi
tion that the customer purchases a bank 
product or service if both the bank product 
and the affiliate's product are separately 
available to the customer on substantially 
the same terms. 

Second, a financial services holding com
pany and any nonbank subsidiary may vary 
the price for any loan, discount, deposit or 
trust service on the condition that the cus
tomer obtain a loan, discount, deposit or 
trust service from an affiliated bank so long 
as the products or services are separately 
available. 
Sec. 409. Provisions Exempting Financial 

Services Holding Companies From The 
Savings and Loan Holding Company Act 
Section 409 amends section 10 of the Home 

Owners' Loan Act to exclude any financial 
services holding company (and any subsidi
ary of such holding company) that owns a 
savings association from the definition of 
savings and loan holding company and from 
the provisions of section 10 of the Home 
Owners' Loan Act. A financial services hold
ing companies described in section 4(0 of the 
Bank Holding Company Act (companies own
ing nonbank banks) are not excluded from 
section 10. 

Sec. 410. Cease and Desist Authority 
This section amends section 8(b)(3) of the 

FDI Act to replace the term "bank holding 
company" with "financial services holding 
company." 

Sec. 411. Effective Date 
Generally, the amendments made by Sub

title A of Title IV are effective January 1, 
1993. However, the amendments made by sec
tions 408 and 409 shall take effect on the date 
of enactment. 

Chapter 2-Depository Institution 
Conversions 

Sec. 421. Failing Thrift Conversions To 
SAIF-Insured National Bank 

This section amends section 10 of the Home 
Owners' Loan Act to provide that a national 
bank that is a member of the SAIF shall, 
upon application to the Director of the Office 
of Thrift Supervision ("Director"), be 
deemed to be a savings association for pur
poses of section 10 of the Home Owners' Loan 
Act if it meets certain conditions. Those 
conditions are either that the bank results 
from the conversion of, or acquires more 
than an insignificant portion of the assets of, 
a savings association which was in danger of 
default or was under the control or a con
servator or receiver. After the conversion or 
acquisition the bank must be a level 1 or 
level 2 depository instit.ution, as defined in 
new section 38 of the FDI Act. 

Subsection (b) provides a rule of construc
tion regarding the permissible activities and 
affiliations of a bank described above. 
Sec. 422. QTL-Qualified National Banks Re

sulting From Conversion of Savings Asso
ciations 
This section adds a new subsection (t) to 

section 10 of the Home Owners' Loan Act. 
The new subsection provides that a national 
bank which meets the qualified thrift lender 
test under the Home Owners' Loan Act, re
sulted from the conversion of a savings asso-

elation subsidiary of a savings and loan hold
ing company, and meets or exceeds mini
mum capital requirements shall be treated 
as a savings association for purposes of sec
tion 10. SAIF insured national banks will re
main "banks" for purposes of the Bank Hold
ing Company Act, and companies that own 
or acquire SAIF-insured national banks 
would be financial services holding compa
nies subject to the provisions of that Act. 
Sec. 423. Mergers and Acquisitions of Insured 

Depository Institutions During Conversion 
Moratorium 
This section amends Section 5(d)(3) of the 

FDI Act to permit any insured depository in
stitution to engage tn certain "merger trans
actions" (as further described below) with 
any other insured depository institution. 

Permissible transactions must be approved 
by the "responsible agency," which gen
erally is the FDIC if the resulting entity is 
a State nonmember insured bank or savings 
bank, the Office of the Comptroller of the 
Currency (OCC) if the resulting entity is a 
national bank, or the Office of Thrift Super
vision (OTS) if the resulting entity is a sav
ings association. The Board must also ap
prove a merger transaction if the resulting 
entity is a Bank Insurance Fund (BIF) mem
ber which is a subsidiary of a bank holding 
company. 

Transactions permitted by this section in
clude transactions described in clause (11) 
(the merger or consolidation of a BIF mem
ber with a SAIF member), (111) (the assump
tion of any liability by a BIF member to pay 
deposits of a SAIF member or vice versa), or 
(tv) (the transfer of aBSets of any BIF mem
ber to any SAIF member tn consideration of 
the assumption of ltabtltties for any portion 
of the deposits of such BIF member or vice 
versa) of section 5(d)(2)(B) of the FDI Act. 

If any resulting depository institution is a 
BIF member, that portion of the average as
sessment base of such member attributable 
to SAIF insurance shall be subject to assess
ment at the rate applicable under section 7 
of the FDI Act for SAIF members. Similarly, 
in the case of any resulting depository insti
tution which is a SAIF member, that portion 
of the average assessment base of such mem
ber attributable to BIF insurance will be 
subject to assessments at the assessment 
rate applicable under section 7 of the FDI 
Act for BIF members. 

The responsible agency and the Board are 
required to follow the procedures and con
sider the factors set forth in section 18(c) of 
the FDI Act when acting upon an application 
for a merger transaction. 

No transaction authorized by this section 
is intended to permit the transfer of any in
sured depository institution from one de
posit insurance fund to the other deposit in
surance fund. No merger transaction may be 
approved unless the acquiring institution 
and its holding company are in compliance 
with applicable capital requirements. 

The Board may not approve any trans
action under this section which would vio
late section 3(d) of the Bank Holding Com
pany Act (the Douglas Amendment) regard
ing restrictions on interstate banking. 

Any application by a State nonmember in
sured bank to acquire another insured depos
itory institution which is required to be filed 
with the FDIC must be approved or dis
approved in writing before the end of the 60-
day period beginning on the date such appli
cation is filed. This 60-day period may be ex
tended for one additional 30-day period if the 
FDIC determines that the applicant has 
failed to furnish all information required to 
be submitted in connection with an applica-
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tion or if any material information that ha.s 
been submitted is substantially inaccurate 
or incomplete. 

In a. situation where any resulting deposi
tory institution is later in default or in dan
ger of default, any loss incurred by the FDIC 
shall be allocated between the BIF and SAIF 
in amounts reflecting the amounts of insured 
deposits in such resulting depository institu
tion assessed by BIF and SAIF respectively. 

After the expiration of the conversion mor
atorium in August, 1994, the FDIC may ap
prove an application by any resulting deposi
tory institution to be treated as an insur
ance conversion transaction and the result
ing institution must pay any exit and en
trance fee assessed by the FDIC and thus 
have its deposits subject to a~sessment by ei
ther the SAIF or BIF at the institution's op
tion. 

Subsection (b) provides tha.t the amend
ments made by subsection (a.) shall apply 
with respect to semiannual periods begin
ning after the date of the enactment of the 
Financial Institutions Safety and Consumer 
Choice Act. 
Sec. 424. Mergers, Consolidations, and Other 

Acquisitions Authorized 
Section 424(a) adds a. new subsection (u) to 

section 5 of the Home Owners' Loan Act to 
permit any Federal savings association to 
acquire or be acquired by any insured deposi
tory institution in accordance with sections 
5(d)(3) and 18(c) of the FDI Act. 

New subsection (u) provides for an expe
dited approval process, similar to the process 
described in section 5(d)(3) of the FDI Act 
above, for conversion transactions by Fed
eral savings associations. 

The Director is authorized to prescribe reg
ulations to carry out new section 5(u) of the 
Home Owners' Loan Act. 

Section 424(b) amends the National Bank 
Act to allow national banks to acquire or be 
acquired by any insured depository institu
tion. This subsection also prescribes an expe
dited approval process, similar to the process 
described above in section 5(d)(3) of the FDI 
Act. 
Sec. 425. Acquisition of Thrift Institutions 

By Certain Companies Which Control 
Banks And Are Not Treated As Bank Hold
ing Companies 
Section 425(a.) adds a new pa.ra.gra.ph (14) to 

section 4(0 of the Bank Holding Company 
Act to allow a company that controls a bank 
and is not treated as a bank holding com
pany, as described in section 4(0 of the Bank 
Holding Company Act as amended by the 
Competitive Equality Banking Act of 1987, to 
acquire control of an insured institution in a. 
merger transaction pursuant to section 
5(d)(3) of the FDI Act (as amended by section 
423 above) without losing its exempt status. 

Section 425(b) provides that an insured in
stitution described in new section 4(0(14) of 
the Bank Holding Company Act, may engage 
in any activity that the acquired insured in
stitution engaged in prior to the merger to 
the extent that the activity is permissible 
for bank holding companies under section 
4(c)(8) of the Bank Holding Company Act and 
so long as the resulting institution does not 
both accept demand deposits and make com
mercial loans. In addition, notwithstanding 
the annual asset growth restriction imposed 
by the Competitive Equality Banking Act of 
1987, the resulting institution may increase 
its assets as result of the merger transaction 
during a. one-year period beginning on the 
date of such transaction. 

CHAPTER 3-FINANCIAL ACTIVITIES OF NATIONAL 
BANKS 

Sec. 431. Securities Activities of National 
Banks 

Section 431 amends paragraph Seventh of 
section 5136 of the Revised Statutes (12 
U.S.C. 24 (Seventh)) regarding the powers of 
national banks. 

The amended provision states that, not
withstanding any other provision of law (in
cluding section 5136), a. national bank is pro
hibited, in the United States and pursuant to 
any express or incidental power, from under
writing, distributing, or selling securities 
backed by, or representing interests in, a 
pool of assets originated or purchased by the 
bank or any affiliate of the bank, and the 
bank is prohibited from continuing to engage 
in such activity pursuant to any order issued 
by the Comptroller of the Currency. A na
tional bank also shall not sponsor, organize, 
promote, or control an investment company 
registered under the Investment Company 
Act of 1940. 

Section 5136, as revised by Section 431, 
would limit the ability of national banks to 
engage in the United States in any securities 
activities except to the extent that such ac
tivity is specifically authorized by statute, 
or authorized by a. regulation prescribed by, 
or an order, interpretation, or approval is
sued by, the Comptroller of the Currency 
(see Table A for a list of such approvals to 
date) pursuant to statute, on the date of the 
enactment of the Financial Institutions 
Safety and Consumer Choice Act of 1991, and 
does not involve the underwriting or distrib
uting by any national bank of securities 
backed by or representing an interest in a 
pool of assets originated or purchased by the 
national bank or any affiliate of the bank. 
The effect of sections 451 and 452 of this Act 
is to require banks to move certain securi
ties activities out of the bank into a SEC
registered entity. Any securities activities, 
including those permitted under this section, 
continue to be subject to the antifraud provi
sions of the federal securities laws and to the 
SEC's enforcement thereof, without regard 
to where such activities are conducted. No 
subsidiary of a. national bank may engage in 
any activity in which a national bank may 
not engage. 

Subsection (b) repeals section 20 (12 U.S.C. 
377) and section 32 (12 U.S.C. 78) of the Bank
ing Act of 1933, commonly known as the 
Gla.ss-Steaga.ll Act, effective January 1, 1993. 

Subsection (c) makes a conforming amend
ment to section 9 of the Federal Reserve Act. 

Sec. 432. Insurance Activities of National 
Banks 

Section 432(a) provides for insurance ac
tivities of national banks in small towns 
with populations of 5,000 or less and the adja
cent rural unincorporated areas. The insur
ance can only be sold to individuals who are 
residents of or employed in any small town 
within that State and persons engaged in 
any business in that place. "Business" is de
fined as a principal business office or prin
cipal headquarters. Insurance may also be 
sold to persons with respect to real property 
or personal property in such place. 

Section 432(b) prohibits a national bank 
which sells insurance pursuant to the town 
of 5,000 exemption described in subsection (a) 
from guaranteeing the payment of any pre
mium on any insurance policy for which the 
bank is acting as agent or guaranteeing the 
truth of any statement made by an insur
ance customer in applying for insurance. 

Section 432(c) prohibits any national bank, 
or subsidiary, from selling or underwriting 

title insurance. The prohibition does not 
apply with respect to title insurance agency 
activity if a bank was actively and lawfully 
engaged in such activity as of June 1, 1991. 
Authorization to engage in title insurance 
activities is not sufficient without evidence 
of ongoing activity implementing tha.t au
thority as of June 1, 1991. 

Section 432(d) repeals the small town ex
ception referred to in paragraph (2) to the ex
tent the exception is still in existence before 
the date of enactment of this Act. Nonethe
less, a new small town exception is explicitly 
enacted for purposes of this Act in sub
section (a.). Some controversy presently ex
ists as to whether the small town exception 
was previously repealed. The Office of Law 
Revision Counsel has taken the position in 
the past that the exception was repealed. 
However, this controversy is the subject of 
pending litigation and it is the intent of this 
legislation to remain neutral in deciding 
that question. This section simply repeals 
the pre-existing small town exception, if it is 
determined to have not previously been re
pealed. 

Sec. 433. Amendments To Section 23A and 
23B of the Federal Reserve Act 

Section 433(a.) contains a. series of amend
ments to section 23A of the Federal Reserve 
Act. 

Section 23A of the Federal Reserve Act in
cludes as a transaction with an affiliate any 
transaction by a. member bank or its subsidi
ary with any person if any of the proceeds of 
the transaction are used for the benefit of, or 
transferred to, such person. 

Subsection (a.)(1) prohibits a. financial serv
ices holding company from permitting an in
sured depository institution subsidiary to 
engage in any "covered transaction," as de
fined in section 23A of the Federal Reserve 
Act 1f the covered transaction exceeds 5 per
cent of the insured depository institution's 
capital stock and surplus, unless 5 days no
tice has been provided to the Board and the 
appropriate Federal banking agency. 

Section 433(a) amends the definition of the 
term "affiliate" in three respects. First, it 
includes in the definition any investment 
company, commodity pool, or other company 
engaged in such activities 1f a member bank 
or any member bank affiliate is an invest
ment adviser, commodity trading advisor, or 
performs substantially equivalent activities 
for the company. 

Second, under current law, a. nonbank sub
sidiary of a. member bank is presumed not to 
be an affiliate. The amendment changes this 
presumption to encompass only subsidiaries 
of which the member bank owns at least 80 
percent of the voting stock. 

Under existing section 23A, the term 
"bank" includes a. trust company. Section 
433(a.)(4) amends the definition of "bank" to 
include trust companies principally engaged 
in deposit taking or lending activities. 

Section 433(&.)(7) adds three transactions to 
the list of covered transactions in section 
23A: First, a member bank's a.BSumption of a. 
liability of any affiliate is defined to be a. 
covered transaction. Second, any transaction 
intended to enhance the marketability of se
curities, obligations, or assets underwritten 
or distributed by an affiliate, unless there is 
substantial participation by other lenders in 
the transaction, is defined to be a. covered 
transaction. Any transaction concerning se
curities that a member bank may underwrite 
under current law is exempt. Third, any fi
nancial transaction determined by the Fed
eral Reserve Board by regulation to be the 
same as a. covered transaction is added. 

Section 23A currently requires collateral 
to secure letters of credit issued on behalf of 
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an affiliate. Section 433(a) provides that col
lateral is also required for letters of credit 
issued to affiliates. 

Under current law, securities issued by an 
affiliate of a member bank are not consid
ered acceptable collateral. Section 433(a) ex
tends this treatment to securities issued by 
the member bank itself. Similarly, letters of 
credit issued on behalf of an affiliate are not 
considered acceptable collateral under cur
rent law. Section 433(a) extends this treat
ment to letters of credit issued to affiliates. 

Although current law excepts the purchase 
of securities issued by a bank service cor
poration from the provisions of section 23A, 
section 433(a) qualifies the exemption to 
apply only to those service corporations that 
provide services solely to affiliated member 
banks. 

Section 433(b) contains a series of amend
ments to section 23B of the Federal Reserve 
Act. 

Under existing section 23B, covered trans
actions include those with a third party in 
the following two cases: (1) if an affiliate has 
a financial interest in the third party; or (2) 
if an affiliate is a participant in such a 
transaction. Section 433(b) adds a third case 
to the list: Any transaction with a third 
party who is a customer of an affiliate (as 
defined in section 2 of the Bank Holding 
Company Act). 

Existing section 23B prohibits a member 
bank or its subsidiary from. acquiring, during 
the existence of any underwriting or selling 
syndicate, any security if a principal under
writer is an affiliate of the bank. The only 
exception is if the acquisition was approved 
before the securities were initially offered 
for sale to the public by a majority of the 
bank's board of directors, provided those di
rectors are not officers or employees of the 
bank or any affiliate. Section 433(b) amends 
this exception to require that the majority 
of directors not be officers, directors, or em
ployees of the affiliate. 

Sec. 434. Customer Disclosures 
Section 434 amends Section 18 of the Fed

eral Deposit Insurance Act to add a new sub
section (o) entitled "Customer Disclosure 
Regarding Securities, Insurance, and Other 
Nonbanking Products." 

New subsection (o)(l) requires an insured 
depository institution to prominently dis
close in writing to each of its customers that 
any securities or insurance products offered, 
recommended, or sold by the institution are 
not deposits, are not insured by the FDIC, 
are not guaranteed by the institution or any 
aff111ate, and are not an obligation of the in
stitution, unless such is the case. 

Under new subsection (o)(2), an insured de
pository institution may not permit securi
ties or insurance products to be offered, rec
ommended, or sold on the institution's prem
ises or to an institution's customer as part of 
joint marketing activities with another en
tity, unless the other entity prominently 
discloses in writing that it is not an insured 
institution and is separate from the insured 
depository institution. 

Under new subsection (0)(3), the insured 
depository institution or any affiliate must 
obtain from any customer prior to the sale of 
any noninsured instrument or financial prod
uct a written receipt of a declaration in 18 
point bold type acknowledging that the prod
uct is uninsured and that the customer 
might lose some or all of his or her money. 

An exception to this section is provided for 
transactions by a broker or dealer or govern
ment securities broker or dealer registered 
under the Securities Exchange Act of 1934. 
Brokers and dealers and government securi-
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ties brokers and dealers are otherwise sub
ject to customer disclosure requirements 
under the federal securities laws. 

In addition, insurance activities of an affil
iate of an insured depository institution that 
are (1) not conducted on the premises, (2) not 
part of any joint marketing, or (3) do not in 
any way involve an insured depository insti
tution are exempt from the customer disclo
sure requirements in this section. The ra
tionale here is that insurance activities not 
connected to an insured depository institu
tion are not li::.tely to lead to customer con
fusion about the Federally insured status of 
insurance products. An example would be an 
insurance company that owns a nonbank 
bank which is an insured depository institu
tion. The disclosure requirements in this sec
tion are not intended to apply to insurance 
activities totally disassociated from the 
nonbank bank. 

The amendment also clarifies that the cus
tomer disclosure requirements of this sec
tion are not intended when an insured depos
itory institution makes a loan or an exten
sion of credit. However, to the extent a loan 
or extension of credit is combined or mar
keted with an insurance product, then the 
customer disclosure requirements in this 
section are applicable to the insurance prod
uct. 

Under subsection (o)(4), the appropriate 
Federal banking agencies, with respect to in
sured depository institutions and financial 
services holding companies, and the ·SEC, 
with respect to persons registered with it, 
may adopt regulations governing disclosures 
required by this section. 

Sec. 435. Bankers' Banks 
This section amends the National Banking 

Act to permit bankers' banks to provide 
services to holding companies as well as de
pository institutions. 

CHAPTER 4-NONBANKING ACTIVITIES OF 
FOREIGN BANKS IN THE UNITED STATES 

Sec. 441. Amendments to the International 
Banking Act of 1978 

Section 441(a) amends section 8(a) of the 
IBA. Amended paragraph 8(a)(1) provides 
that any foreign bank that has a branch, 
agency or commercial lending company in 
the United States is subject to nonbanking 
activity restrictions of the Bank Holding 
Company Act to the same extent and in the 
same manner as a financial services holding 
company. Paragraph 8(a)(2) subjects compa
nies owning the foreign banks described in 
8(a)(1) to the Bank Holding Company and the 
anti-tying provisions of the Bank Holding 
Company Act Amendments of 1970 as well. 

Paragraph 8(a)(3) of the IBA requires that 
the Board set capital and other financial re
quirements comparable to those of a United 
States financial services holding company 
for any foreign bank or company controlling 
a foreign bank seeking to conduct non
banking activities permissible under this 
Act. The Board shall disapprove any applica
tion or notice by foreign bank to engage in 
any nonbanking activity unless such capital 
and other financial requirements are met by 
the applicant. In making its determination, 
the Board is required to take into account 
differences in domestic and foreign account
ing standards and assure that competitive 
comparab111ty between domestic and foreign 
banks is maintained. 

Section 441(b) amends Section 8(c) of the 
IBA to cause the authority under the IBA for 
the continued operation of certain foreign 
bank subsidiaries operating before 1978 to ex
pire upon a finding by the Board that the ac
tivity of such subsidiary has been authorized 

by statute as a permissible activity for fi
nancial service holding companies in the 
United States. 

SUBTITLE B-AMENDMENTS TO FEDERAL 
SECURITIES LAWS 

CHAPTER !-REGULATION OF SECURITIES 
ACTIVITIES OF DEPOSITORY INSTITUTIONS 

Part /-Broker-Dealer Provisions 
Section 451 (Definition of Broker) amends 

the definition of "broker" in section 3(a)(4) 
of the Securities Exchange Act of 1934 (Ex
change Act) to include banks, with certain 
specified exceptions. A bank that falls with
in the definition of "broker" would have to 
conduct its brokerage activities in a subsidi
ary or affiliate that is not a bank, registered 
with the SEC and subject to SEC regulation 
(see section 454) unless otherwise exempted 
(see sections 453 and 454). 

There are two important exceptions. Ac
tivities falling within the exceptions could 
still be conducted in the bank subject to reg
ulation by the appropriate bank regulator. 
These exceptions permit: (1) fiduciary securi
ties activities, if the bank does not publicly 
solicit brokerage business or receive com
missions or similar transaction-based com
pensation (excluding fees calculated as a per
centage of assets under management); and (2) 
transactions in exempted securities, com
mercial paper, bankers' acceptances, and 
commercial bills. 

Section 452 (Definition of Dealer) amends 
the definition of "dealer" in section 3(a)(5) of 
the Exchange Act to include banks, with cer
tain specified exceptions. The initial excep
tion is for a person who purchases and sells 
securities for his own account, either indi
vidually or in some fiduciary capacity, but 
not as part of a regular business. This re
states existing law applicable to any person. 
Two additional exceptions are added: (1) a 
bank that purchases and sells commercial 
paper, bankers' acceptances, commercial 
bills, or exempted securities; and (2) a bank 
that purchases and sells securities for invest
ment purposes for the bank or for accounts 
in which the bank, acting as trustee, is au
thorized to determine the securities to be 
purchased or sold. 

Section 453 (Power to Exempt from the 
Definition of Broker and Dealer) amends sec
tion 3 of the Exchange Act to add a new sub
section (e) authorizing the SEC to exempt 
any person or class of persons, conditionally 
or unconditionally, from the definitions of 
"broker" or "dealer" if such exemption 
would be consistent with the public interest, 
the protection of investors, and the purposes 
of this title. 

Consistent with the Exchange Act's statu
tory objectives of ensuring the protection of 
the investing public and fair competition 
among securities participants, all institu
tions providing brokerage services should be 
subject to the same regulatory scheme. 
Therefore, sections 451 and 452 do not con
tain lengthy lists of exceptions. Rather than 
create legislative loopholes subject to pos
sible exploitation, it is intended that the 
SEC use its authority under this section in 
appropriate circumstances. For example, the 
SEC should consider whether it is necessary 
for a bank currently subject to section 15(e) 
of the Exchange Act4 and in compliance with 

4 Section 15(e) of the Exchange Act provides: 
(e) The Commission, by rule, as it deems necessary 

or appropriate in the public interest and for the pro
tection of investors or to assure equal regulation, 
may require an~· member of a national securities ex
change not required to register under section 15 of 
this title and any person associated with any such 
member to comply with any provision of this title 



29958 CONGRESSIONAL RECORD-HOUSE November 4, 1991 
all the terms and conditions imposed there
under to have to register as a "broker" 
under section 451. 

The Committee also intends that the SEC 
use its authority under section 453 of this 
legislation to exempt from the definition of 
"broker" banks that only transact accom
modation trades. The factors to be consid
ered by the SEC in determining the scope of 
this accommodation exemption should in
clude: (1) the de minimis number of separate 
transactions conducted by the bank in any 
fiscal year for the account of others in any 
securities; (2) whether the bank passes on 
only external costs and a reasonable service 
fee or has a more elaborate commission
based compensation structure; (3) whether 
banks pay employees on a commission basis 
for trades executed for customers; (4) wheth
er the bank actively publicizes its securities 
execution facilities or makes its services 
available only to pre-existing customers; and 
(5) whether the bank is actively and regu
larly in the securities business either 
through activities conducted in the bank or 
through a direct subsidiary of the bank or 
through a broker-dealer affiliate. 

Similarly, the SEC may consider a 
"networking" exemption along the lines of 
the networking exemption included in lines 
of former Rule 3b-9, to accommodate banks 
that associate with registered broker-dealers 
to provide securities services. 

The authority given to the SEC in this 
area is intended to give the SEC independent 
discretion to grant exceptions from either or 
both of the definitions of broker and dealer, 
without a decision to grant an exception 
from one definition requiring that the same 
person or class of persons be granted an ex
ception from the other definition. 

Section 454 (Bank Securities Activities in a 
Separate Corporate Entity) amends the gen
eral registration requirement for brokers 
and dealers under section 15(a) of the Ex
change Act to prohibit a bank from acting as 
a broker or dealer, except on an exclusively 
intrastate basis. This change is intended to 
require banks that come under the revised 
definitions of "broker" or "dealer" in the 
Exchange Act to create a separate affiliate 
or subsidiary to perform these securities ac
tivities. The SEC, as in current law, may 
consistent with the public interest and the 
protection of investors, conditionally or un
conditionally exempt any broker or dealer or 
class of broker or dealers from this require
ment or the general registration require
ment. 

Section 455 (Provisions Relating to Broker
Dealers Affiliated with Depository Institu
tions) amends the Exchange Act to insert 
after section 15C a new section 15D. This new 
section mirrors the restrictions in new sec
tion 4(n) of the Bank Holding Company Act 
to place restrictions on transactions between 
affiliates within a holding company where 
the holding company controls a securities af
filiate. These prohibitions are necessary to 
enhance compliance with the safeguard pro
visions of Subtitle A of this Act by providing 
for surveillance of, and enforcement of com
pliance against, parties on both sides of the 
fire walls. 

Section 15D(a)-Definitions-Section 
15D(a) contains definitions. 

Section 15D(b}-Consumer Protection Pro
visions-Section 15D(b) contains consumer 

(other than section 15(a) [registration require
ments]) or the rules or regulations thereunder which 
by its terms regulates or prohibits any act, practice, 
or course of business by a "broker or dealer" or 
"registered broker or dealer" or a "person associ
ated with a broker or dealer," respectively . 

protection provisions relating to disclosures 
by bank-affiliated broker-dealers regarding 
federal deposit insurance, to disclosures of 
confidential customer information, and to 
limitations on advertisements. 

Section 15D(b)(1)-Disclosures by Bank-Af
filiated Broker-Dealers Regarding Federal 
Deposit Insurance-Section 15D(b)(1) re
quires a registered broker or dealer that is 
an affiliate of an insured depository institu
tion, in accordance with regulations pre
scribed by the SEC, to provide notice to its 
customers of the inapplicability of Federal 
deposit insurance with respect to securities 
or other financial products recommended, of
fered, or sold by such broker-dealer. Specifi
cally, such broker-dealer must notify cus
tomers: 

(1) that the registered broker or dealer is 
not an insured depository institution and is 
a separate corporate entity from the insured 
depository affiliate; 

(2) whether the securities or other finan
cial products underwritten, sold, offered, or 
recommended by such registered brokers or 
dealers are FDIC insured deposits or are 
guaranteed as to principal or interest by or 
are otherwise obligations of the insured de
pository institution; 

(3) whether or not an affiliated insured de
pository institution is permitted by law to 
extend or arrange for the extension of credit 
or to provide any credit instrument or facil
ity to or for the benefit of an issuer of any 
security that the registered broker or dealer 
sells or offers for sale; and 

(4) of any additional information the SEC 
deems necessary. 

The regulations prescribed by the SEC 
shall specify the time and manner by which 
such notice shall be provided to customers, 
and further shall specify when, under what 
circumstances, and by what means and pro
cedures the notice required under this para
graph shall be made available in languages 
other than English. The Committee does not 
intend that the SEC adopt rules requiring 
the use of other languages for other disclo
sure documents required under the federal 
securities laws. 

Section 15D(b)(2)-Disclosures of Confiden
tial Customer Information Prohibited-Sec
tion 15D(b)(1) makes it unlawful for a securi
ties affiliate to disclose, directly or indi
rectly, any confidential customer informa
tion to any person without the prior written 
consent of that customer. Section 
15D(b)(2)(E) defines the term "confidential 
customer information" to exclude: (i) infor
mation obtainable either from an unaffili
ated credit bureau or similar entity or from 
any other unaffiliated entity in the ordinary 
course of business; (ii) information provided 
to a credit bureau or similar entity in the or
dinary course of business; (iii) information 
obtainable in connection with insurance 
under certain circumstances; and (iv) infor
mation provided to the SEC or a self-regu
latory organization or in accordance with 
the Right to Financial Privacy Act of 1978. 

Section 15D(b)(2) further requires that 
records or other evidence of a customer's 
written consent be maintained. This provi
sion also enables the SEC to prescribe regu
lations limiting disclosures of nonpublic cus
tomer information from a securities affiliate 
to any of its affiliates. 

This section does not affect other laws gov
erning the use of material nonpublic infor
mation, such as the prohibitions against in
sider trading. Thus, for example, although 
this section allows disclosure of nonpublic 
information with the customer's written 
consent, it in no way legitimizes an other-

wise impermissible use of that information 
to purchase or sell a security. 

Section 15D(b)(3)---Limitations on Adver
tisement-Section 15D(b)(3) requires the SEC 
to prescribe regulations to prohibit any secu
rities affiliate from employing any adver
tisement that would mislead or otherwise 
cause a reasonable person to believe mistak
enly that an affiliated insured depository in
stitution or the Federal Government is re
sponsible for or stands behind the activities 
or credit of the securities affiliate or that it 
guarantees any returns on securities sold by 
the affiliate or is a source of payment of any 
obligation of or sold by the affiliate. It is not 
intended that such regulations prohibit a se
curities affiliate from imparting accurate in
formation about securities for which the 
Federal Government is a source of payment 
or on which it guarantees any returns. 

This advertisement limitation is in addi
tion to certain certifications of understand
ing that the customers must sign when a 
purchase is made of each and every unin
sured obligation on the floor of an insured 
depository institution, as well as when the 
customer opens an account at the securities 
affiliate. Notwithstanding such customer 
certification, there may still be instances in 
which the inclusion of the logo, name, slo
gans, and similar information of the securi
ties affiliates may be considered as mislead
ing if it is presented in a way that causes a 
reasonable person to believe mistakenly that 
the institution or the Federal Government is 
responsible for the activities of a securities 
affiliate of the institution, stands behind the 
affiliate's credit, guarantees any returns on 
securities sold by the affiliate, or is a source 
of payment of any obligation of or sold by 
the affiliate. With respect to registered in
vestment companies, however, section 466 
would prohibit an investment company that 
has as investment adviser or distributor an 
insured depository institution from adopt
ing, as part of its name, title, or logo, any 
word or design that is the same or similar to 
the name of the insured depository institu
tion. 

Section 15D(c)---Requirements Applicable 
in the Case of Financial Services Holding 
Companies with Securities Affiliates-Sec
tion 15D(c) creates a series of safeguard or 
"firewall" provisions. These so-called "fire
wall" provisions are designed to prohibit un
sound banking practices, risk of loss to the 
bank insurance fund and the extended safety 
net, conflicts of interest, unfair competition, 
undue concentration of resources or de
creased competition, diminution in investor 
protection, and related concerns that would 
negatively impact the banking system and 
the securities markets, and the stability of 
and confidence in both. Section 15D(c)(1) pro
vides that it shall be unlawful for a securi
ties affiliate directly or indirectly to engage 
in any of the following transactions involv
ing an affiliated insured depository institu
tion: 

(A) Except as provided in paragraph (3), 
knowingly obtain, receive, or enjoy the bene
ficial use of credit from an affiliated insured 
depository institution, with an exception 
provided in subsection (c)(3) for extensions of 
credit made in the course of clearing U.S. 
Government or agency securities where such 
extensions of credit are repaid on the same 
calendar day, are incidental to the clearing 
of transactions in those securities, and are 
fully secured in both principal and interest 
by such securities. 

(B) knowingly obtain, receive, or enjoy the 
beneficial use of a guarantee, acceptance, or 
letter of credit, endorsement, asset purchase 
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agreement, indemnity, insurance, or other 
credit instrument or facility, including a 
standby letter of credit, from an insured de
pository institution. 

(C) sell to an affiliated insured depository 
institution, for its own account, or for the 
account of any subsidiary of the institution, 
any financial asset of the securities affiliate 
that is not a security of the United States or 
any agency of the United States or a secu
rity on which the principal and interest are 
fully guaranteed by the United States or any 
such agency. 

(D) sell to an affiliated insured depository 
institution, for its own account or for the ac
count of any subsidiary of the institution, 
any security (other than securities issued by 
an open-end investment company or a unit 
investment trust), of which the securities af
filiate is an underwriter or a member of the 
selling group, or which the securities affili
ate otherwise places, until (i) in the case of 
an underwriting, 60 days after completion of 
the underwriting period or (ii) in the case of 
a placement, 60 days after the completion of 
the placement. 

(E) knowingly sell to a customer account 
for which an affiliated insured depository in
stitution or its subsidiary, acting as a fidu
ciary, is authorized to determine the securi
ties to be purchased or sold, any security 
(other than securities issued by an open-end 
investment company or a unit investment 
trust) of which the securities affiliate is an 
underwriter or a member of the selling group 
or which the securities affiliate otherwise 
places (whether or not such purchase is au
thorized by any trust agreement or any 
other instrument authorizing the insured de
pository institution or subsidiary to act in 
such capacity), unless such purchase is per
mitted by state law, is explicitly authorized 
in the trust agreement or other instrument 
establishing the fiduciary relationship, and 
is effectuated by endorsement by the creator 
of the trust of a separate document that dis
closes [in accordance with regulations pre
scribed by the Board] any conflict of interest 
that an insured depository institution may 
have in making such purchases) until (I) in 
the case of an underwriting, 90 days after the 
end of the underwriting period or (II) in the 
case of a placement, 90 days after completion 
of the placement. 

Notwithstanding any provision of Federal 
or State law, if the creator of any trust 
agreement or other instrument referred to in 
the preceding sentence is incapable of pro
viding the authorization or effectuating an 
endorsement referred to above, the bene
ficiaries of such trust or instrument may 
unanimously provide such authorization or 
effectuate such endorsement. 

This provision does not authorize 
boilerplate endorsements, contracts of adhe
sion or lack of informed consent. State trust 
law supports the requirement of disclosure 
and informed consent of the trust bene
ficiary. Generally applicable principles of 
state trust law demand that a trustee avoid 
any dealings that may pose a conflict be
tween the interests of the beneficiaries and 
the trustee's own self-interest. See Scott 
Sec. 170; 76 Am. Jur. 2d Trusts Sections 317, 
318; see also 10 Am. Jur. 2d Banks Section 
307. 

(F) arrange for the extension of credit from 
an affiliated insured depository institution 
to any investment company which is spon
sored, organized, controlled, promoted, or 
advised by the securities affiliate except as 
permitted by the SEC pursuant to section 
18(f)(3) of the Investment Company Act. 

(G) arrange for the extension of credit 
from, or arrange for the issuance or entry 

into of a guaranty, acceptance, letter of 
credit, endorsement, asset purchase agree
ment, indemnity, insurance, or other credit 
instrument or facility, including a standby 
letter of credit, from an affiliated insured de
pository institution to an issuer of securities 
of which the securities affiliate is an under
writer for the purpose of paying, in whole or 
in part, the principal of, or any interest or 
dividends on, those securities (examiners, for 
example, would be required to review credit 
flows to such an issuer to monitor flows for 
such possible misuses, and, in particular, to 
focus on the timing and amount of loans, as 
well as their maturity and relative interest 
rate, as potentially indicative of such im
proper purposes). 

(H) arrange for the extension of credit to a 
customer of the securities affiliate for the 
purpose of repaying, in whole or in part, 
credit extended to such customer by such se
curities affiliate. 

(I) except as permitted under section 
4(n)(4)(G) of the Bank Holding Company Act 
of 1956, arrange for the extension of credit 
from, or arrange for the issuance or entry 
into of a guaranty, acceptance, letter of 
credit, endorsement, asset purchase agree
ment, indemnity, insurance, or other credit 
instrument or facility, including a standby 
letter of credit, from an affiliated insured de
pository institution to or for the benefit of 
the issuer of any security of which the secu
rities affiliate is an underwriter or a member 
of the selling group, or which the securities 
affiliate otherwise places until (i) in the case 
of an underwriting, 90 days after the end of 
the underwriting period or (ii) in the case of 
a placement, 90 days after the end of the 
placement. 

(J) purchase any financial asset of an af
filiated depository institution or a subsidi
ary thereof that is not a security of the Unit
ed States or any agency of the United States 
or a security on which the principal and in
terest are fully guaranteed by the United 
States or any such agency, with an exception 
provided in paragraph (5) of section 15D(c) for 
certain sales of assets. 

Securities issued by an open-end invest
ment company or a unit investment trust 
are excepted from the prohibitions in sub
paragraphs {D) and (E) because firewalls de
signed to address problems relating to an 
analogous set of abuses with respect to open
end investment companies and unit invest
ment trusts are provided elsewhere in the 
legislation. 

The prohibition against either directly or 
indirectly engaging in the transactions list
ed above involving an affiliated insured de
pository institution is intended to encom
pass all actions, direct or indirect, that re
sult in such transactions and whose effect 
could be to benefit the securities affiliate to 
the detriment of the insured depository in
stitution, to create an unfair competitive ad
vantage for an affiliate, or to prejudice in
vestors. For example, an insured depository 
institution could not make a loan to a cus
tomer on the collateral of securities issued 
by its securities affiliate. Such a loan would 
contravene the safeguard provided in section 
15D(c)(l)(A). 

Section 15D(c)(2)-Certain Financial 
Transactions of Holding Companies and Sub
sidiaries During Distributions Prohibited
Section 15D(c)(2) prohibits a securities affili
ate from, directly or indirectly, arranging 
for the extension of credit from any affili
ated financial services holding company or 
subsidiary of a financial services holding 
company to any person, if such credit is se
cured by, or is used to purchase, any security 

that is the subject of a distribution or place
ment in which a securities affiliate of such 
financial services holding company partici
pates as an underwriter or member of the 
selling group or which the securities aff111ate 
otherwise places (other than securities is
sued by an open-end investment company or 
a unit investment trust or securities of the 
United States or any agency of the United 
States or a security on which the principal 
and interest are fully guaranteed by the 
United States or any such agency) until 30 
days after the end of the period in which 
such security is the subject of such distribu
tion or placement. 

This paragraph excepts out securities is
sued by an open-end investment company or 
a unit investment trust because firewalls de
signed to address problems relating to an 
analogous set of abuses with respect to open
end investment companies and unit invest
ment trusts are provided elsewhere in the 
legislation. 

Section 15D(c){3)-Exception for Intra-Day 
Extensions of Credit in Connection with 
Clearing Government Securities Section 
15D(c)(3) provides an exception from the gen
eral prohibition on extensions of credit in
cluded in section 15D(c)(1)(A). Extensions of 
credit made in the course of clearing U.S. 
Government or agency securities are permis
sible if such extensions of credit are repaid 
on the same calendar day, are incidental to 
the clearing of transactions in those securi
ties, and are fully secured by such securities. 
While clearing credit is to be repaid on the 
same calendar day, the creditors' customers 
may have been unable to deliver securities to 
their customers because a porticn of the se
curities expected were not delivered in a 
timely fashion. The impact of a delivery fail, 
or a computer or other funding or delivery 
difficulty may cause clearing credit that is 
"to be repaid on the same calendar day" to 
be delayed for a day or so. Such delays are 
intended to be permitted under this provi
sion. 

Section 15D(c)(4)-Prohibitions on Dis
criminatory Credit Treatment-Section 
15D(c)(4) provides that no securities affiliate 
shall knowingly obtain or arrange for an ex
tension of credit or services that would vio
late section 4(n)(4)(D) of the Bank Holding 
Company Act of 1956. That provision pro
hibits discriminatory treatment of or anti
competitive actions with regard to unaffili
ated entities with respect to the provision of 
credit or services by an insured depository 
institution. 

Section 15D(c)(5)-Asset Purchases From 
Affiliated Insured Institutions or Subsidi
aries Thereof-Section 15D(c)(5) permits a se
curities affiliate, notwithstanding paragraph 
(1)(1) of section 15D(c) but subject to section 
23B of the Federal Reserve Act, to purchase 
any asset of an affiliated insured depository 
institution for the purpose of including such 
assets in a pool in connection with the issu
ance of asset-backed securities if: 

(I) those securities are rated as investment 
grade by at least one unaffiliated, nationally 
recognized statistical rating organization; 

(II) those securities are issued or guaran
teed by a government sponsored enterprise 
determined to be permissible by the Board 
for purposes of section 4(n)( 4)(F)(i)(II) of the 
Bank Holding Company Act of 1956; 

(ill) those securities represent interests in 
securities described in (II) above; 

(IV) the price at which an equity security 
or the yield at which a debt security to be 
distributed to the public is established at a 
price no higher, or yield no lower, than that 
recommended by a qualified independent un-
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derwriter which has also participated in pre
paring the registration statement and pro
spectus, offering circular, or similar docu
ment; or 

(V) those securities would not be the sub
ject of a public offering and would be sold 
only to accredited investors, as defined in 
the Securities Act of 1933. 

The SEC, in consultation with the Board, 
shall prescribe regulation to ensure compli
ance with these requirements. The above
listed exceptions to paragraph (1) (I) of sec
tion 15D(c) are intended largely to parallel 
NASD Schedule E, which addresses asset 
sales to affiliated entities for underwriting 
purposes. 

Section 15D(d}-Regulation of Trans
actions in Certain Securities on Bank Prem
ises-Section 15D(d) amends section 15 of the 
Exchange Act to impose restrictions on the 
offer or sale of certain securities on bank 
premises. Generally, equity securities or 
debt issued by a bank or any affiliate of a 
bank may not be offered or sold to the gen
eral public in any office of the bank that is 
commonly accessible to the general public 
for the purpose of accepting deposits. This 
restriction does not apply to shares of reg
istered investment companies affiliated with 
the bank if such securities are offered for 
sale by a registered broker-dealer. The re
strictions of section 15D(d) also do not apply 
to ownership interests that are deposits or 
that constitute a means of payment to a 
third party such as a traveler's check or 
cashier's check. Although these instruments 
generally are not deemed to be securities, 
this provision has been included to make 
clear that they may be offered on a bank's 
premises, 

Section 15D(e}-Prohibition on Reciprocal 
Arrangements Within the Holding Com
pany-Section 15D(e) prohibits a securities 
affiliate of a financial services holding com
pany from engaging in such transaction or 
reciprocal arrangements for the purpose of 
evading any restriction or limitation im
posed by the safeguard provisions of this 
Act. 

The prohibition includes reciprocal as well 
as nonreciprocal unaffiliated companies, and 
customers for the purpose of evading the pro
visions of the bill. 

Section 15D(f}-Interlocking Directors, 
Management Officials, and Employees Pro
hibited-Section 15D(f) prohibits a securities 
affiliate controlled by a financial services 
holding company from allowing any director, 
management official, or affiliate employee of 
such to serve at the same time as a director, 
management official, or employee of any in
sured depository institution subsidiary of 
such holding company or any subsidiary of 
any such institution. The SEC is given the 
authority to grant exemptions, with the ap
proval of the Board, from these interlocking 
restrictions. In making such determinations, 
the SEC shall consider the size of the finan
cial services holding company, insured de
pository institution and securities affiliate 
involved; the burdens such restrictions im
pose; the safety and soundness of the insured 
depository institution and securities affili
ate; and other appropriate factors, including 
unfair competition in securities activities or 
the improper exchange of nonpublic cus
tomer information. 

This provision contains two exceptions: (1) 
for certain small financial services holding 
companies and (2) for certain back office op
erations. The SEC is directed to grant, by 
regulation, an exemption with respect to 
interlocks with respect to holding companies 
whose total banking assets do not exceed 

$500,000,000. Further, the prohibitions under 
paragraph (1) of section 15D(f) do not apply 
to any employee, other than an officer or di
rector, employed by the financial services 
holding company or any subsidiary of such 
company to perform clerical, accounting, 
bookkeeping, statistical, or similar func
tions if such functions are performed in a 
separate office or facility that is not open to 
the general public and in a manner consist
ent with requirements determined by the 
SEC after consultation with the Board. 

The term "management official" includes 
any officer and any employee with manage
ment functions (including a br&.nch man
ager), any trustee of a business organization 
under the control of trustees (such as a mu
tual savings bank), and any person who has 
a representative or nominee serving in any 
such cap~city. 

Section 15D(g}-Authority to Modify and 
Impose Additional Safeguards-Section 
15D(g) permits the SEC, in order to maintain 
investor protection and to ensure that the 
activities of any securities affiliate are con
ducted without the support of insured depos
itory institution affiliates, to: 

(1) by regulation or order, adopt additional 
limitations or restrictions on arranging or 
accepting any transaction that has the effect 
of providing financial assistance by any in
sured depository institution subsidiary of 
any financial services holding company to, 
or for the benefit of, a securities affiliate or 
any customer of such affiliate, and 

(2) after consulting with and considering 
the views of the Board, modify by regulation 
any limitation on the activities of a securi
ties affiliate of a financial services holding 
company contained in this section. 

Paragraph (2) of section 15D(g) establishes 
standards governing the exercise of author
ity under paragraph (1) of section 15D(g). 
Specifically, any authority under paragraph 
(l)(A) is to be exercised only after taking 
into account potential adverse effects of any 
extension of credit or other transaction re
ferred to in such subparagraph, including un
fair competition, conflicts of interest, unsafe 
banking practices, preservation of the safety 
and soundness of insured depository institu
tions, undue risks to the Federal deposit in
surance funds, and the protection of inves
tors. 

Any authority under this paragraph (l)(B) 
to modify any limitation on activities con
tained in this section shall be exercised only 
if the SEC, after consulting with and consid
ering the views of the Board, concludes that 
modifying such limitation is necessary to 
achieve a purpose of this Act, is consistent 
with the purposes of this section, the public 
interest, and the protection of investors, and 
would not be likely to result in any adverse 
effects, including unfair competition, con
flicts of interest, unsafe banking practices, 
or undue risks to the Federal deposit insur
ance funds. 

It is intended that the authority under this 
paragraph (1)(B) not be exercised in such a 
way as to undermine, directly or indirectly, 
in whole or in part, the intent of the fire
walls and the investor, depositor, taxpayer 
and other safeguards contained in section 
15D. It is also expected that the SEC and the 
Board will be responsive to one another's 
views and will act pursuant to this para
graph in a coordinated fashion. Because of 
the mirror-image safeguards established by 
this Act that are to be enforced by the SEC 
and the Board with respect to the securities 
affiliate and the insured depository institu
tion, respectively, unilateral or inconsistent 
action by either agency will have the prac-

tical effect of negatil1g modification of any 
limitation made pursuant to this paragraph. 

Section 15D(h}-Divestiture for Continuing 
Course of Misconduct-Section 15D(h) pro
vides the SEC with the authority to require 
a financial services holding company to di
vest either its securities affiliate or the in
sured depository affiliate, at the option of 
the holding company, where the holding 
company or its securities affiliate has en
gaged in a continuing course of conduct in
volving violations of the securities activities 
and firewall provisions contained in new sec
tion 15D of the Exchange Act. This section 
also provides notice, administrative hearing, 
and adjudicatory procedures for requiring 
such divestiture. 

Section 456 (Broker-Dealer Disclosure With 
Respect to Fiduciary Purchases In Under
written Securities) amends section 15 of the 
Exchange Act by adding a new subsection 
(h). This provision requires informed consent 
with respect to certain fiduciary trans
actions. 

Under this subsection, no broker or dealer 
may purchase, for a customer account in 
which the broker or dealer, acting as fidu
ciary, is authorized to determine the securi
ties to be purchased or sold, any security 
(other than securities issued by an open-end 
investment company or a unit investment 
trust) of which such broker or dealer or affil
iate thereof is an underwriter or a member of 
the selling group or which the broker, dealer, 
or affiliate otherwise places until (I) in the 
case of an underwriting, 90 days after the end 
of the underwriting period; or (II) in the case 
of a placement, 90 days after the completion 
of the placement. 

Paragraph (2) of subsection 15(h) states 
that these restrictions apply whether or not 
such purchase is authorized by any trust 
agreement or any other instrument authoriz
ing the broker or dealer to act in a fiduciary 
capacity, unless such purchase is permitted 
by State law; is explicitly authorized in the 
trust agreement or other instrument estab
lishing the fiduciary relationship; and is ef
fectuated by endorsement, by the creator of 
the fiduciary relationship, of a separate doc
ument that discloses (in accordance with the 
regulations prescribed by the SEC) any con
flict of interest that the broker or dealer 
may have in making such purchase. Notwith
standing any provision of Federal or State 
law, if the creator of any trust agreement or 
other instrument referred above is incapable 
of providing the authorization or effectuat
ing an endorsement referred to above, the 
beneficiaries of such trust or instrument 
may unanimously provide such authoriza
tion or effectuate such endorsement. 
Part II-Bank-Investment Company Activities 
Section 461 (Custody of Investment Com

pany Assets By Affiliated Banks) amends 
sections 17(!) and 26(a)(1) of the Investment 
Company Act to clarify and strengthen the 
SEC's authority to adopt regulations govern
ing the conditions under which banks may 
serve as custodians of affiliated investment 
companies. Specifically, a registered invest
ment company is permitted to place its as
sets with a bank that is an affiliated person 
of such a company only if expressly per
mitted by rules, regulations, or orders that 
the SEC may adopt consistent with the pro
tection of investors. Without this provision, 
a bank could cause its affiliated investment 
company to select the bank as the invest
ment company's custodian, thereby depriv
ing the investment company of an independ
ent custodian and creating the potential for 
abuse and self-dealing. 

Regulation of custodianship of securities 
owned by an investment company has his-
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torically been one of the fundamental inves
tor protection mechanisms of the Invest
ment Company Act. Modification of Glasa
Steagall Act prohibitions on commercial 
banks engaging in certain investment bank
ing activities creates new dangers and 
threatens to erode the consumer protection 
safeguards afforded by independent bank cus
todianship of assets owned by investment 
companies. Because of the greater potential 
for abuse where an affiliated rather than an 
independent bank serves as custodian, it is 
anticipated that the SEC will authorize af
filiated bank custodianship only where the 
conditions and limitations imposed by the 
SEC assure that investors enjoy the same de
gree of protection as exists under independ
ent bank custodianship today. 

The concern that affiliated bank custo
dianship presents opportunities for abuse not 
present in truly independent bank custodian
ship is not solely with outright theft, which 
is exceedingly rare, but with unconventional 
practices which injure investors. Any regula
tions or orders of the SEC authorizing affili
ate bank custodianship should take into ac
count such practices, including the tying of 
underwriting services to the appointment of 
an affiliated bank as custodian. 

Subsection (b) of section 461 makes a simi
lar amendment to section 26(a)(l) where a 
bank affiliated with a unit investment trust 
seeks to serve as its trustee. 

Subsection (c) of Section 461 amends sec
tion 36 of the Investment Company Act to es
tablish for custodians of registered invest
ment companies a federal standard of fidu
ciary duty in dealings between such fund or 
trust and its custodian. Section 36 currently 
authorizes the SEC to bring an injunctive ac
tion against a breach of fiduciary duty in
volving personal misconduct. 

Section 462 (Affiliated Persons and Trans
actions) amends section 2(a)(3) of the Invest
ment Company Act to add to the definition 
of "affiliated person" a new clause (G). 
Under this clause, the SEC may, by order, 
rule, or regulation, designate any person or 
class of persons as "affiliated persons" of an 
investment company by reason of having 
had, at any time since the beginning of the 
last two completed fiscal years of such in
vestment company, a material business or 
profession relationship with such investment 
company or with any person that is a prin
cipal underwriter for, or promoter or sponsor 
of, such company or any affiliated person of 
such investment company. For purposes of 
new clause (G), a material business or profes
sion relationship is one that arises from ma
terial extensions of credit or other material 
borrowing or such other relationships as the 
SEC finds to be within the intent of this defi
nition, consistent with the public interest 
and the protection of investors. 

This section also prohibits an investment 
company from knowingly acquiring securi
ties during an underwriting where the pro
ceeds will be used to retire indebtedness to 
an affiliated bank, Specifically, section lO(f) 
of the Investment Company Act is amended 
to prohibit a registered investment company 
from knowingly purchasing or acquiring, 
during the existence of an underwriting or 
selling syndicate, any security (except a se
curity of which it is the issuer) the proceeds 
of which will be used to retire indebtedness 
owed to a bank or insured depository institu
tion where such bank or institution or an af
filiated person thereof is an affiliated person 
of such registered company. 

Section 463 (Prohibition of Controlling In
terest in Investment Company) restricts an 
investment adviser (and affiliated persons 

thereof) to an investment company in its 
ability to own, directly or indirectly, con
trolling interests in such investment com
pany if it also holds shares of that invest
ment company as a fiduciary. Section 15 of 
the Investment Company Act is amended to 
allow such controlling interest only if the 
adviser (1) passes through to the beneficial 
owners of the shares the power to vote them; 
(2) votes such shares in the same proportion 
as shares held by all other shareholders of 
the investment company; or (3) acts as oth
erwise Permitted by the SEC consistent with 
the protection of investors. 

Section 464 (Borrowing from an Affiliated 
Bank) prohibits a registered investment 
company from borrowing from an affiliated 
bank or insured depository institution ex
cept as permitted by the SEC. Specifically, 
section 18(f) of the Investment Company Act 
is amended to prohibit any registered invest
ment company from borrowing from any 
bank or insured depository institution if 
such bank or institution or any affiliated 
person thereof is an affiliated person of such 
company, except that the SEC may, by rule, 
regulation, or order, permit such borrowing 
as the SEC finds to be in the public interest 
and consistent with the protection of inves
tors. 

Section 465 (Independent Directors) 
amends two provisions of the Investment 
Company Act to strengthen its requirements 
for independent directors serving on the 
boards of investment companies. 

Subsection (a) amends the definition of 
"interested person" in section 2(a)(19)(A) of 
the Investment Company Act to include (1) 
in clause (v), any person that, at any time 
during the last 6 months, has executed any 
portfolio transactions for, engaged in any 
principal transactions with, or loaned money 
to, the investment company or any other in
vestment company having the same invest
ment adviser, principal underwriter, sponsor, 
or promoter, or any affiliated person of such 
person; and (2) in a new clause (vi), any em
ployee of a bank or insured depository insti
tution that acts as custodian or transfer 
agent for such company. Such persons would 
not be prevented from serving as directors of 
that investment company; rather, they 
merely would be considered "interested per
sons" for purposes of the required percentage 
of disinterested or independent directors of 
that investment company. The amendment 
is effective one year after the date of enact
ment of the Act. 

Subsection (b) amends section lO(c) of the 
Investment Company Act, which currently 
provides that no registered investment com
pany may have a majority of its board of di
rectors consisting of persons who are offi
cers, directors, or employees of any one 
bank. The amendment extends the prohibi
tion to the officers, directors, or employees 
of any one bank and its subsidiaries, or any 
one bank holding company and its affiliates 
and subsidiaries. This eliminates the poten
tial to circumvent the legislative intent of 
section lO(c) by a bank or insured depository 
institution operating under a multiple bank 
holding structure. 

Section 466 (Prohibition Against Use of a 
Bank's Name by an Affiliated Investment 
Company) amends section 35(d) of the Invest
ment Company Act to prohibit under certain 
circumstances the use by an investment 
company of a name, title, or logo that is the 
same as or similar to the name, title, or logo 
of any affiliated bank or insured depository 
institution. If a bank or insured depository 
institution affiliate advises or distributes an 
investment company with a name or logo 

similar to that of such affiliated bank or in
stitution, or if a bank or insured depository 
institution or affiliate of such bank or insti
tution acts as investment adviser to an in
vestment company that has a name or logo 
that is similar to that of such affiliated bank 
or institution, investors may be misled into 
believing that the investment company 
shares are insured deposits or backed by the 
bank's resources or those of the insured de
pository institution. Moreover, the resulting 
link in the public mind between a bank or in
sured depository institution and its invest
ment company may damage such bank's or 
institution's reputation and public con
fidence in such bank or institution if its af
filiated investment company encounters fi
nancial difficulty. 

In addition, section 35(a) of the Act will 
continue to prohibit any person from rep
resenting or implying that an investment 
company, or its securities, are guaranteed by 
the United States. 

Section 467 (Definition of Broker) amends 
the definition of "broker" in section 2(a)(6) 
of the Investment Company Act to reflect 
the bill's amended definition of that term in 
the Exchange Act. As before, the new defini
tion would not include any person (including 
a bank) solely by reason of the fact that such 
person is an underwriter for one or more in
vestment companies. 

Section 468 (Definition of Dealer) amends 
the definition of "dealer" in section 2(a)(ll) 
of the Investment Company Act to reflect 
the bill's amended definition of that term in 
the Exchange Act. The new definition would 
continue to exclude insurance companies and 
investment companies. 

Section 469 (Treatment of Bank Common 
Trust Funds) amends section 3(a)(2) of the 
Securities Act of 1933 (Securities Act), 
3(a)(12)(A)(iii) of the Exchange Act, and 
3(c)(3) of the Investment Company Act to 
clarify that a bank or insured depository in
stitution common trust fund is entitled to 
the exemptions from the registration and re
porting provisions of these Acts only where 
(1) the fund is used as an aid to the adminis
tration of bona fide fiduciary accounts and 
(2) the fund is not publicly offered. These 
provisions would codify in the Acts the origi
nal legislative intent of the exemptions, that 
any publicly-offered common trust fund is 
the functional equivalent of an investment 
company and must be regulated as such. See 
S. Rep. No. 184, 9lst Cong., 1st Sess. 27 (1969). 
Section 470 (Purchase of Investment Com
pany Securities as Fiduciary) adds a new 
subsection to Section 17 of the Investment 
Company Act. The new subsection makes it 
unlawful for a financial services holding 
company, an affiliated person of a financial 
services holdh:ig company, a bank or insured 
depository institution or any affiliate there
of, to exercise discretion over fiduciary ac
counts to purchase as fiduciary any securi
ties issued by an affiliated investment com
pany unless any investment management, 
investment advisory, or similar fee received 
with respect to the fiduciary assets invested 
in securities of such investment company is 
waived. The new subsection provides an ex
ception to this restriction where (A) the pur
chase or conversion is required by court 
order; (B) in the case of a discretionary ac
count immediately revocable upon notice to 
the fiduciary and the beneficiary of the ac
count has first received full disclosure; or (C) 
the beneficiary of the account has first re
ceived full disclosure and has granted prior, 
written consent. 

If a banking organization that sponsors or 
acts as investment adviser to an investment 



29962 CONGRESSIONAL RECORD-HOUSE November 4, 1991 
company, or underwrites shares of an invest
ment company, exercises investment discre
tion over fiduciary accounts to purchase as 
fiduciary securities issued by the investment 
company, the banking organization could 
harm trust beneficiaries by assessing to the 
fiduciary accounts new or higher fees than 
previously assessed to the accounts. Such ac
tions could permit the banking organization 
to use the fiduciary accounts as a captive 
market to increase the banking organiza
tion's advisory fees. This provision recog
nizes the greater hazards of self-dealing from 
holding company arrangements under which 
a bank or insured depository institution af
filiate has a fiduciary obligation both to the 
fund it advises and to the individual fidu
ciary accounts it manages on a discretionary 
basis. 

The SEC is granted the authority, after 
consultation with the appropriate federal 
banking agency, to regulate the manner, 
form, and content of the disclosures required 
to be made in this section. 

Section 471 adds a new subsection to Sec
tion 17 of the Investment Company Act. 

This amendment restricts the cir
cumstances under which bank or insured de
pository institution common trust funds 
may be converted into affiliated investment 
companies in order to protect common trust 
fund participants from overreaching or un
fairness that may occur in the conversion 
context. This provision protects common 
trust fund participants from this and other 
potential abuses by requiring banking orga
nizations that convert their common trust 
funds to mutual funds to waive any invest
ment management, investment advisory or 
similar fee with respect to the fiduciary as
sets invested in securities of the investment 
company. This restriction does not apply 
where (A) the conversion is required by court 
order; (B) in the case of a discretionary ac
count immediately revocable upon notice to 
the fiduciary and the beneficiary of the ac
count has first received full disclosure; or (C) 
the beneficiary of the account has first re
ceived full disclosure and has granted prior, 
written consent. 

The SEC is granted the authority, after 
consultation with the appropriate Federal 
banking agency, to regulate the manner, 
form and content of the disclosures required 
to be made in this section. 

Section 472 (Extension of Credit for Pur
chase of Investment Company Securities) 
adds a new subsection to Section 17 of the In
vestment Company Act. This new subsection 
prohibits a financial services holding com
pany or a bank or insured depository institu
tion affiliated with an open-end investment 
company or unit investment trust from mak
ing loans to customers for the purpose of 
purchasing shares of the open-end invest
ment company or unit investment trust with 
which it is affiliated. The new subsection 
would also prohibit such holding company or 
bank or insured depository institution from 
extending credit or arranging to extend cred
it on any security issued by such company or 
trust unless (A) the security was purchased 
pursuant to a plan for the automatic rein
vestment of the dividends of such company 
or trust or (B) the security has been owned 
by the person to whom credit is extended or 
for whom it is arranged for more than 30 
days or for such other period as the SEC may 
prescribe. This provision further empowers 
the SEC to adopt exemptive rules and orders 
in appropriate cases. This amendment would 
restrict extensions of credit by banks simi
larly to the current restrictions on exten
sions of credit by broker-dealers in Section 

ll(d)(1) and rules lld1-1 and lld1-2 under the 
Securities Exchange Act of 1934. 

When a bank or insured depository institu
tion sponsors or acts as investment adviser 
to an open-end investment company or unit 
investment trust, or underwrites securities 
issued by an open-end investment company 
or unit investment trust, such bank or insti
tution may be tempted to make unsound 
loans to customers to enable them to pur
chase shares of such fund or trust in order to 
increase the underwriting and/or advisory 
fees due to the insured depository institution 
or its affiliate. This amendment prevents 
such abuses. 

Section 473 (Access to Nonpublic Informa
tion) amends section 17 of the Investment 
Company Act to provide a new subsection 
that would prohibit a financial services hold
ing company, insured depository institution, 
bank or affiliated person thereof that acts as 
investment adviser to an investment com
pany to provide access to certain nonpublic 
information to employees or agents that pro
vide investment advisory services to the in
vestment company. Specifically, this provi
sion prohibits access to nonpublic informa
tion that: (A) concerns the identity of any 
customer of such financial services holding 
company, bank or insured depository institu
tion; or (B) concerns any relationship arising 
from material extensions of credit or other 
material borrowings between any customer 
and such holding company, bank or insured 
depository institution. 

This section further directs the SEC, as it 
deems necessary or appropriate in the public 
interest or for the protection of investors, to 
adopt rules or regulations to require specific 
policies or procedures reasonably designed to 
ensure compliance with the new subsection. 

This section does not affect other laws gov
erning the use of material nonpublic infor
mation, such as the prohibitions against in
sider trading. Thus, for example, although 
this section does not prohibit the exchange 
of all information that is nonpublic, it in no 
way legitimizes an otherwise impermissible 
use of that information to purchase or sell a 
security. 

Section 474 (Removal of the Exclusion from 
the Definition of Investment Adviser for 
banks that Advise Investment Companies) 
amends section 202(a)(ll)(A) of the Invest
ment Advisers Act of 1940 (Advisers Act) to 
delete the current exclusion from the defini
tion of "investment adviser" for a bank that 
serves as an investment adviser to a reg
istered investment company. The amend
ment would also delete the exclusion from 
the definition for bank holding companies. 
This exclusion is not necessary and, to the 
Committee's knowledge, no bank holding 
company currently relies on this exclusion. 

The current exclusion for banks continues 
to obtain, however if the SEC permits a bank 
to perform such services through a sepa
rately identifiable department or division 
("SIP") of the bank. In such a case, the SIP 
and not the bank shall be deemed the invest
ment adviser. 

Section 202(a)(ll)(A) defines a SIP as a unit 
that (i) is under the direct supervision of an 
officer or officers designated as responsible 
for the day-to-day conduct of the bank's in
vestment adviser activities for an invest
ment company or companies, including the 
supervision of all bank employees perform
ing such activities; and (ii) separately main
tains in the SID's facilities or can readily ex
tract from the bank's facilities all records 
relating to such advisory activities, includ
ing for purposes of independent examinations 
of such records. 

This deletion of the bank exclusion is in
tended to strengthen the SEC's ability to 
oversee the activities of registered invest
ment companies, It is also intended to sub
ject banks that advise investment companies 
to the Advisers Act restrictions on perform
ance fees, as well as agency cross trans
actions and principal transactions. 

Section 475 (Bank and Insurance Pooled In
vestment Vehicles) mandates a study of the 
exemptions for collective trust funds for re
tirement plans. Under present law, bank col
lective investment funds for retirement 
plans' assets are exempt from registration 
and regulation under the federal securities 
laws. As a result, investors who save for 
their retirement through bank collective in
vestment funds are denied the protection 
contained in the Securities Act, the Ex
change Act, and the Investment Company 
Act. 

This section directs the SEC to report to 
Congress on its findings and conclusions (to
gether with recommendations for any admin
istrative or legislative action) with respect 
to (1) the appropriate treatment of bank col
lective investment funds and separate ac
counts under the securities laws and ERISA 
and (2) the appropriate treatment of common 
trust funds under the securities laws. The 
SEC is directed to consult with the Sec
retary of Labor with respect to the first of 
these two issues. 

Section 476 (Definition of Broker) amends 
the definition of "broker" in section 202(a)(3) 
of the Advisers Act to make it identical to 
the definition of "broker" in the Exchange 
Act, as amended by this legislation. 

Section 477 (Definition of Dealer) amends 
the definition of "dealer" in section 202(a)(7) 
of the Advisors Act to make identical to the 
definition of "dealer" in the Exchange Act, 
as amended by this legislation. 

Part III-Effective Date 
Section 480 (Effective Date) provide that 

the amendments made by this chapter shall 
take effect on January 1, 1993, 
CHAPTER 2-ADMINISTRATION OF SECURITIES 

LAWS WITH RESPECT TO SECURITIES OF DE
POSITORY INSTITUTIONS 

Part /-Amendments to the Securities Act of 
1933 

Section 481 (Exemption to Permit Transi
tion to Holding Company Structures) 
amends section 3(a)(9) of the Securities Act 
to facilitate the establishment of holding 
company structures as contemplated by this 
Act. Section 3(a)(9) currently exempts from 
the registration (but not the antifraud) pro
visions of the Securities Act securities ex
changed by an issuer with its existing secu
rity holders exclusively where no commis
sion or other remuneration is paid or given 
for soliciting the exchange. Section 483 
amends section 3(a)(9) to add an exemption 
from the registration requirements of the 
Securities Act for certain securities issued 
or exchanged in the context of a reorganiza
tion of a corporation, including a bank, into 
a holding company. The exemption generally 
requires that, as part of the reorganization, 
the security holders exchange their securi
ties of the corporation for securities of a 
newly-founded holding company with no sig
nificant assets other than the securities of 
the corporation and its subsidiaries, and that 
the security holders generally receive securi
ties representing the same proportional in
terest in the holding company as they held 
in the corporation before the transaction. 
The rights and interests of the security hold
ers in the holding company also must be sub
stantially the same as those in the corpora-
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tion before the transaction, and the holding 
company must have substantially the same 
assets and liabilities as the corporation had 
before the transaction. Those conditions are 
intended to ensure that the exemption is not 
used to transfer corporate control or sub
stantially alter the proportional interests of 
shareholders without complying with the 
disclosure provisions of the Securities Act. 

Part II-Report and Audit Requirements 
Section 487(a)(Reports and Audit Require

ments) amends the Exchange Act to create a 
new section 13A on fraud detection and dis
closure in order to provide the SEC with 
timely notice of acts and conditions posing a 
material threat to the continued viability of 
an issuer. Section 13A(a) specifies certain 
procedures that must be included in each 
audit required by the Exchange Act of an is
suer's financial statements. These include 
procedures designed to (1) detect illegal acts, 
(2) identify related party transactions that 
are material to the financial statements, and 
(3) evaluate whether there is substantial 
doubt about an issuer's ability to continue 
as a going concern. The SEC should consider 
the existing body of literature already used 
in the conduct of audits of financial state
ments and may utilize the procedures re
quired by generally accepted auditing stand
ards in these areas in prescribing by rule new 
procedures to implement the audit require
ments under this section. Section 13A(b) pro
vides that an independent public accountant 
who (1) becomes aware of an illegal act by 
his client issuer which affects the issuer's fi
nancial statements in a material manner and 
(2) finds that the issuer has not taken timely 
and appropriate remedial action after being 
so informed, must report that finding to the 
SEC if the issuer's board of directors fails to 
do so within one business day following its 
receipt of the accountant's report, The ac
countant maintains the option of resigning 
from the engagement and furnishing the SEC 
with a copy of its report, The SEC should 
consider the requirements under generally 
accepted auditing standards relative to ille
gal acts by clients in prescribing by rule new 
procedures to implement the auditor report
ing requirements of this section. Subsection 
(c) provides that no independent public ac
countant shall be liable in any manner to 
any person for any finding, conclusion, re
port, or statement made in connection with 
subsection (b) of this section, including any 
rules promulgated pursuant thereto, if such 
finding, conclusion, report, or statement is 
made in good faith, based upon the independ
ent public accountant's compliance with 
such subsections or rules (or both). 

Section 487(b) (Effective Date) provides 
that as to any registrant that is required to 
file selected quarterly financial data pursu
ant to item 302(a) of Regulation S-K (17 CFR 
229.302(a)), the amendments made by sub
section (a) of this section shall apply to any 
annual report for any period beginning on or 
after January 1, 1992. As to any other reg
istrant, such amendment shall apply for any 
period beginning on or after January 1, 1993. 

SUBTITLE C-GENERAL PROVISIONS 

Sec. 491. Report on Resources For 
Implementation 

This section requires the Chairman of the 
SEC and the Chairman of the Federal Re
serve Board to submit to Congress on April 
15, 1992, and annually for the next five years, 
a report that states whether or not the SEC 
or the Board, as the case may be, has the 
manpower, funding, and other resources to 
oversee the activities contemplated by this 
Act and enforce the safeguards and other 

legal requirements established by this Act. 
This report should identify, in reasonable de
tail, any deficiencies in such staffing, fund
ing, or other resources, and the steps being 
taken to correct such deficiencies. 

The repeal of provisions of the Glasa
Steagall Act and the establishment of 
firewall safeguards to replace the prohibi
tions of that Act that are repealed is an his
toric step in the Nation's approach to the 
structure and functioning of its credit and 
capital allocation systems and the conduct 
of commercial and investment banking. The 
Congress is concerned that the SEC and the 
Board both identify and possess the staffing, 
funding, and other resources necessary to 
oversee the new banking structure and to 
promulgate and enforce such regulations as 
are required, It is intended that the submis
sion of these reports will have the effect of 
prompting diligence on the part of the agen
cies in identifying their resource needs and 
of giving the Congress the basis for con
fidence that the firewall safeguards will 
function as intended, Moreover, the require
ments for review by the President and for 
communication with Congress will ensure 
that this critical matter will be addressed by 
the highest level of the Administration and 
that priority will be given to it. 
Sec. 492. Study of Effectiveness of Customer 

and Investor Protection Firewalls 
This section requires the SEC and the 

Board to conduct a joint study of the limita
tions on activities of financial services hold
ing companies and their affiliates imposed 
by this legislation to protect the government 
safety net, especially the deposit insurance 
fund, and to curb various abusive practices. 
A report shall be submitted to the Congress 
on the findings and conclusions of the SEC 
and the Board, together with any rec
ommendations for legislative or administra
tive action. 

Sec. 493. Securities Registration and 
Reporting Study 

This section requires the SEC and the 
Board to conduct a study of the continuing 
need for, and operation of, sections 3(a)(2) 
and 3(a)(5) of the Securities Act of 1933 and 
section 12(i) of the Securities Exchange Act 
of 1934 in the light of changes in the organi
zation and operation of insured depository 
institutions as a consequence of the enact
ment of the Financial Institutions Safety 
and Consumer Choice Act of 1991. 

Section 3(a)(2) of the Securities Act cur
rently exempts from the registration, but 
not the antifraud, provisions of the Act any 
security issued or guaranteed by a bank. 
Section 3(a)(5) currently exempts securities 
issued by various savings associations from 
the registration, but not the antifraud, pro
visions of the Act. 

In 1964, section 12(i) of the Exchange Act 
transferred from the SEC to the Federal 
banking agencies the responsibility for ad
ministering and enforcing sections 12, 13, 
14(a), 14(d), 14(f), and 16 of the Exchange Act 
with respect to those banks within those 
agencies' respective jurisdictions. Jurisdic
tion over thrift reporting was similarly 
transferred from the SEC to the Federal 
Home Loan Bank Board (now the Office of 
Thrift Supervision) in 1974. All other powers, 
duties, and functions, including antifraud en
forcement, under the Act, with respect to 
those institutions, resides with the SEC. 
Section 12 requires registration of securities 
traded on national securities exchanges or 
issued by certain issuers. Section 13 requires 
filing of periodic and other reports concern
ing these securities and their issuers and fil-

ing of disclosure statements by certain bene
ficial owners of those securities and by issu
ers that repurchase their securities. Section 
14(a), (c), and (f) impose certain disclosure 
and other requirements concerning solicita
tion of proxies with respect to those securi
ties. Section 14(d) imposes certain disclosure 
and other requirements with respect to ten
der offers. Finally, section 16 requires filings 
with respect to certain acquisitions and sales 
of equity securities by officers, directors, 
and principal shareholders. Only approxi
mately 700 institutions file such periodic re
ports with the appropriate Federal bank and 
thrift regulators. 

While the Administration's proposal called 
for repeal of these exemptions and said 
transfers, H.R. 6 does not repeal sections 3(a) 
(2), 3(a) (5), and 12(i). The study mandated by 
this section requires the SEC and the Board 
to analyze (I) any reduction in the number of 
insured depository institutions to which 
such section 12(i) applies as a result of enact
ment of this Act; (2) the costs of continuing 
to have separate administration and enforce
ment of reporting and disclosure provisions 
under the authority of such section 12(i); (3) 
any deviations in the regulations prescribed 
to enforce such reporting and disclosure re
quirements; (4) any resultant differences in 
enforcement or accounting practices and 
their impact; (5) the types of bank securities 
exempted under sections 3(a)(2) and 3(a)(5) 
and any related investor protection issues; 
and (6) such other factors as the SEC and the 
Board consider to be relevant to the consid
eration of whether to repeal or significantly 
amend such sections. A report on the study 
conducted under subsection (a) shall be sub
mitted to Congress not later than January 1, 
1995. The report shall include, in addition to 
a discussion of each of the issues required to 
be analyzed under subsection (a), such rec
ommendations for legislation as the SEC and 
the Board consider appropriate. 

The CHAIRMAN. Under the rule, the 
Committee rises. 

D 1830 

Accordingly the Committee rose, and 
the Speaker pro tempore (Mr. HOYER) 
having assumed the chair, Mr. CARR, 
Chairman of the Committee of the 
Whole House on the State of the Union, 
reported that that Committee, having 
had under consideration the bill (H.R. 
6) to reform the deposit insurance sys
tem to enforce the congressionally es
tablished limits on the amounts of de
posit insurance, and for other purposes, 
pursuant to House Resolution 266, he 
reported the bill back to the House 
with an amendment adopted by the 
Committee of the Whole. 

The SPEAKER pro tempore. Under 
the rule, the previous question is or
dered. 

Is a separate vote demanded on any 
amendment to the amendment in the 
nature of a substitute adopted by the 
Committee of the Whole? If not, the 
question is on the amendment. 

The amendment was agreed to. 
The SPEAKER pro tempore. The 

question is on the engrossment and 
third reading of the bill. 

The bill was ordered to be engrossed 
and read a third time, and was read the 
third time. 
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MOTION TO RECOMMIT OFFERED BY MR. WYLIE 
Mr. WYLIE. Mr. Speaker, I offer a 

motion to recommit. 
The SPEAKER pro tempore. Is the 

gentleman opposed to the bill? 
Mr. WYLIE. I am, Mr. Speaker. 
The SPEAKER pro tempore. The 

Clerk will report the motion to recom
mit. 

The Clerk read as follows: 
Mr. WYLIE of Ohio moves to recommit the 

bill, H.R. 6, to the Committee on Banking, 
Finance and Urban Affairs with instructions 
to report the same to the House forthwith 
with the following amendment: 

Page 213, beginning on line 1, strike title 
IV through page 426, line 9, and insert the 
following new title (and conform the table of 
contents accordingly): 

TITLE IV-BANK INSURANCE REFORM 
SEC. 401. DELAWARE LOOPHOLE CLOSER. 

The Bank Holding Company Act of 1956 (12 
U.S.C. 1841 et seq.) is amended by redesignat
ing section 12 as section 13 and inserting 
after section 11 the following new section: 
"SEC. 12. INSURANCE ACTIVITIES OF BANK SUB

SIDIARIES OF HOLDING COMPANIES. 
"(a) IN GENERAL.-No bank holding com

pany may permit any bank subsidiary of 
such company, or any subsidiary of such 
bank, to provide insurance as a principal, 
agent, or broker beyond the borders of the 
State in which the subsidiary bank is char
tered unless such insurance activities in the 
nonchartering State are specifically author
ized by the statutes of that State, by lan
guage to that effect and not merely by impli
cation. 

"(b) CONTINUATION OF PRIOR ACTIVITIES.
Notwithstanding subparagraph (A) of section 
4(i)(5), any bank holding company (or any 
successor of such company), or any bank 
subsidiary of a bank holding company (and 
any subsidiary of any such bank subsidiary) 
may continue insurance activities otherwise 
prohibited by subparagraph (A) on an inter
state basis-

"(1) so long as those coverages insure 
against the same types of risks, or are other
wise functionally equivalent to, coverages 
provided on or before June 1, 1991; 

"(2) to the extent that those activities 
were lawful and not the subject of legal chal
lenge on that date; and 

"(3) subject to State regulation and con
trol.". 
SEC. 402. TOWN OF S,OOO LOOPHOLE CLOSER. 

(a) IN GENERAL.--Chapter 1 of title LXIT of 
the Revised Statutes is amended by inserting 
after section 5136A (12 U.S.C. 25a) the follow
ing new section: 
"SEC. S138B. LIMITED INSURANCE ACTIVITIES 

FOR NATIONAL BANKS. 
"(a) LIMITED INSURANCE ACTIVITIES FOR NA

TIONAL BANKS LOCATED IN SMALL TOWNS.-ln 
addition to the powers now vested by law in 
national banks organized under the laws of 
the United States, any national bank that is 
located in a place that has a population not 
exceeding 5,000 (as shown by the preceding 
decennial census) may engage in insurance 
sales and insurance solicitation activities 
if-

"(1) the sales and solicitation activities are 
confined to that place of 5,000 or less and the 
adjacent rural unincorporated areas closest 
to that place; and 

"(2) the insurance is sold only to-
"(A) individuals who are residents of, or 

are employed in, any place (including any 
unincorporated rural area) in such State 
that has a population not exceeding 5,000 (as 
shown by the preceding decennial census); 

"(B) persons-
"(i) who are engaged in business in any 

place in such State that has a population not 
exceeding 5,000 (as shown by the preceding 
decennial census) and have a principal busi
ness office in any such place; or 

"(ii) whose principal headquarters if lo
cated in any such place, 
with respect to employees (including owner
employees) who reside in or are principally 
employed in such place, real property lo
cated in such place, personal property which 
is principally used in such place, or services 
provided by persons located in such place; 
and 

"(C) any other person if the insurance is is
sued with respect to-

"(1) real property located in any place in 
such State that has a population not exceed
ing 5,000 (as shown by the preceding decen
nial census); or 

"(ii) personal property which is principally 
used in such place. 

"(b) CERTAIN ACTIVITIES PROHIBITED IN 
CONNECTION WITH INSURANCE ACTIVITIES.-No 
national bank which sells insurance pursu
ant to subsection (a) may-

"(1) assume or guarantee the payment of 
any premium on any insurance policy issued 
through the agency of the bank by the insur
ance company for which the bank is acting 
as agent; or 

"(2) guarantee the truth of any statement 
made by an insurance customer in filing 
such customer's application for insurance. 

"(c) LIMITATION ON TITLE INSURANCE AC
TIVITIES.-No national bank may engage, di
rectly or through a subsidiary, in any activ
ity involving the underwriting or sale of 
title insurance other than title insurance 
agency activities in which such bank was ac
tively and lawfully engaged, directly or, 
through a subsidiary, as of June 1, 1991.". 

(b) REPEAL.-
(1) IN GENERAL.-To the extent the para

graph described in paragraph (2) is in effect 
on the day before the date of the enactment 
of this Act (whether as a paragraph of the 
Act described in such paragraph or as a pro
vision of any other law), such paragraph 
shall cease to be effective as of such date of 
enactment. 

(2) PARAGRAPH DESCRIBED.-The paragraph 
described in this paragraph is the paragraph 
contained in the Act entitled "An Act to 
amend certain sections of the Act entitled 
'Federal Reserve Act' approved December 
twenty-third, nineteen hundred and thir
teen" and approved September 7, 1916 (39 
Stat. 753; omitted from the United States 
Code) which-

(A) relates to the authority of national 
banks in small communities to act as insur
ance agents and real estate brokers; and 

(B) begins "That in addition to the powers 
now vested by law in national banking asso
ciations". 

(c) CLERICAL AMENDMENT.-The table of 
sections for chapter 1 of title LXIT of theRe
vised Statutes is amended by inserting after 
the item relating to section 5136A the follow
ing new item: 

"513B. Limited insurance activities for na
tional banks.". 

Mr. WYLIE. Mr. Speaker, I ask unan
imous consent that the motion to re
commit be considered as read and 
printed in the RECORD. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Ohio? 

There was no objection. 

The SPEAKER pro tempore. The gen
tleman from Ohio [Mr. WYLIE] is recog
nized for 5 minutes in support of his 
motion to recommit. 

Is there a Member opposed? 
Mr. GEPHARDT. I am opposed to the 

motion, Mr. Speaker. 
The SPEAKER pro tempore. The gen

tleman from Missouri [Mr. GEPHARDT] 
will be recognized for 5 minutes in op
position to the motion to recommit. 

The Chair recognizes the gentleman 
from Ohio [Mr. WYLIE]. 

Mr. WYLIE. Mr. Speaker, I yield my
self 2 minutes. 

Mr. Speaker, there is much good in 
this bill. We have bank insurance fund 
recapitalization, we have accounting 
reform, we have early intervention, we 
have the end of the too-big-to-fail doc
trine, we have foreign bank supervision 
a la BCCI, we have a CRA study, we 
have the Bank Enterprise Act, and we 
have nationwide banking. 

However, Mr. Speaker, I offer my mo
tion to recommit basically because the 
bill has been dragged down by what I 
regard as an ill-conceived agreement 
negotiated by two powerful chairmen. 
No other members. of the committees 
on either side of the aisle, and no other 
Members of the House, were consulted 
on the Dingell-Gonzalez amendment. I 
think the Dingell-Gonzalez amendment 
does much mischief to banking legisla
tion as we now know it. 

Mr. Speaker, the Committee on Rules 
refused to make in order any amend
ments to address the administration's 
severe concerns with respect to title 4. 

My amendment, simply stated then, 
would preserve all of the bill, express
ing the will of the House, with the ex
ception of title 4 and including a so
called Hayes amendment. I urge adop
tion of my motion to recommit. 

Mr. Speaker, I yield to the gentleman 
from New York [Mr. LENT]. 

Mr. LENT. Mr. Speaker, I thank the 
gentleman from Ohio [Mr. WYLIE] for 
yielding. 

Mr. Speaker, I rise in strong support 
of the motion to recommit offered by 
the gentleman from Ohio [Mr. WYLIE]. 

During our consideration of this leg
islation last Thursday, I indicated in 
my statement that the Hayes amend
ment on insurance would be part of the 
motion to recommit. That is the case. 
The entire text of the Hayes amend
ment as proposed at the request of the 
insurance agents is included in this 
motion as the same as is now included 
in title IV of the Gonzalez-Dingell com
promise. 

Specifically, this amendment seeks 
to prevent banks from engaging in un
limited insurance activities beyond a 
State's borders without the legislative 
authorization of each individual State. 
It also serves to correctly clarify con
gressional intent regarding the geo
graphic scope of a national bank's abil
ity to sell insurance from a town of 
5,000. 
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Mr. Speaker, I urge my colleagues to 

support this motion. 
Mr. WYLIE. Mr. Speaker, I yield such 

time as he may consume to the gen
tleman from Iowa [Mr. LEACH]. 

Mr. LEACH. Mr. Speaker, I rise in opposi
tion to the motion to recommit because it is 
the only way to protect an amendment of this 
gentleman requiring a commercial bank to 
reach and maintain a 5-percent tier on capital 
before such a bank can enter the securities 
arena. 

Here, I would like to stress that the Energy 
and Commerce Committee properly and wise
ly knocked out the Banking Committee's a,:r 
proach in title IV to authorize the melding of 
commerce and banking. It also attempted, 
properly, to establish appropriate firewalls be
tween the securities and banking functions of 
a commercial bank. This gentleman, however, 
had doubts that a draft of a compromise craft
ed by two chairmen, without the input of any 
Member of the minority, without public com
ment on a draft presented to this body 2 days 
before amendments could be crafted, was 
likely to reflect either the public interest or the 
exact intent of those who brought it before this 
body. 

Accordingly in a previous procedural motion 
which failed, I opted to vote to delete title IV. 
On this vote I am reversing my earlier judg
ment, partly, as mentioned above to protect 
the new capital standard established, partly to 
see that certain firewall approaches are dealt 
with in conference. But I must stress I believe 
the Energy and Commerce Committee may 
well have gone too far. 

Because of the claims and counterclaims 
presented on this floor and in "Dear Col
league" letters and because of the nuances of 
purpose, I am enclosing below an analysis of 
a distinguished law firm which takes to task 
the Energy and Commerce position. The firm, 
having prepared the analysis at the behest of 
a major American bank, is not a disinterested 
party. Nonetheless, I think it important the per
spective below be understood and, if this bill 
goes to conference, be addressed. 

LAW FIRM ANALYSIS 

Presumed Myth: "Banks must create a 
holding company and move all their securi
ties activities into a holding company sub
sidiary. 

Presumed Fact: "Banks do not have to cre
ate holding companies. Securities activities 
can be moved out of the bank into a subsidi
ary of the bank." 

In actuality, section 403 of the compromise 
clearly states that "a financial services 
holding company which controls or acquires 
control of a securities affiliate shall not per
mit an insured depository institution sub
sidiary of such company to operate as a 
broker or dealer that is required to register 
under the Securities Exchange Act of 193·1." 
Subsequently in section 432, which amends 
paragraph 7 of section 5136 of the Revised 
Statutes (12 U.S.C. 24(7)), the bill clearly 
states that "No subsidiary of a national 
bank may engage in any activity in which a 
national bank may not engage." 

These activities preclude a national bank 
from having a subsidiary which engages in 
securities activities in which the bank itself 
may not engage. 

Presumed Myth: "Banks cannot sell mu
nicipal securities any more." 

Presumed fact: "Banks can sell municipal 
sec uri ties." 

In actuality, section 403 of the compromise 
clearly states: "A financial services holding 
company which controls or acquires control 
of a securities affiliate shall-

(A) not permit, after the end of the 1-year 
period beginning on the date of the acquisi
tion, an insured depository institution sub
sidiary of such company to underwrite or 
deal in obligations issued by any State or 
any political subdivision of any State; and 

(b) permit the activities described in sub
paragraph (A) to be conducted only by a se
curities affiliate. . . " 

Combined with section 451 of the bill, 
which revises the definition of "broker" 
under the Securities Act of 1933, and which 
would essentially prohibit banks from 
brokering sec uri ties, banks would be unable 
to underwrite, deal in, or sell municipal se
curities. 

Presumed Myth: "A bank cannot offer a 
mutual fund that includes shares of a com
pany to which the bank has loaned money." 

Presumed Fact: "A mutual fund affiliated 
with a bank can't buy shares of a company 
(during the underwriting period) to which 
the bank has loaned money only if the pro
ceeds of the sale of the shares will be used to 
pay off a loan to the bank." 

In actuality, section 462 of the bill would 
permit the SEC to designate any person or 
class of persons as "affiliated persons" of an 
investment company by reason of having 
had, at any time since the beginning of the 
last 2 fiscal years of the investment com
pany, a material business or professional re
lationship with the investment company or 
with a principal underwriter for, or promoter 
or sponsor of, the company. A material busi
ness or professional relationship is one that 
arises from material extensions of credit or 
other material borrowing as the SEC deter
mines. That provision could prohibit a bank 
from maintaining any type of lending or 
other banking relationship with a corpora
tion in whose securities an affiliated mutual 
fund invests. Alternatively, it could prohibit 
a mutual fund from investing in securities of 
any entity which maintains any type of lend
ing or other relationship with an affiliated 
bank. Not only is such a prohibition unwar
ranted from a safety and soundness stand
point, it is patently unfair to both the bor
rower and its bank. 

Supposed Myth: "A bank or an affiliate 
cannot sell an uninsured instrument without 
a disclosure to and acknowledgement by the 
customer that the instrument is not insured. 
Registered brokers and dealers are exempt." 

Supposed Fact: "Disclosure and acknowl
edgement of uninsured status required by 
H.R. 6 and the compromise. Registered bro
kers and dealers must comply with thorough 
SEC disclosure requirements." 

In actuality, Section 434 of the bill re
quires that when a transaction involves an 
instrument or other transaction not con
stituting an insured deposit, a bank or a se
curities affiliate must obtain from the cus
tomer a signed statement containing specific 
disclosures (that the product is not an in
sured deposit) before the completion of the 
transaction. This requirement would effec
tively eliminate the sale of uninsured prod
ucts by banks and their affiliates and cut off 
states, municipalities, and the federal gov
ernment from a major source of funds. Fur
thermore, customers would lose a valued and 
convenient service. The bill would essen
tially require the customer to come into the 
bank to conduct business that is normally 
conducted by telephone and the m-::.ils. In
deed, even a check deposited by mail into an 
account with over $100,000 would have to be 

rejected because of the inability to obtain 
prior signed acknowledgement. 

Presumed Myth: "Banks may not sell pro
prietary mutual funds in their lobbies.' 

Presumed Fact: "The compromise permits 
such sales to continue in the bank lobby by 
registered-broker dealers that can be bank 
affiliates and that are subject to SEC inves
tor protection rules." 

In actuality, Section 466 of the bill specifi
cally states: "It shall be deceptive and mis
leading for any registered investment com
pany which has as an investment adviser or 
distributor, a bank, or an insured depository 
institution (as such term is defined in sec
tion 3(c)(2) of the Federal Deposit Insurance 
Act) or affiliated person thereof, to adopt, as 
part of the name, title, or logo of such com
pany, or of any security of which it is the is
suer, any word or design which is the same 
as or similar to, or a variation of, the name, 
title, or logo of such bank or insured deposi
tory institution." 

Thus, if one of the common precepts of a 
"proprietary mutual fund" is to be able to 
identify with the affiliated institution, the 
bill clearly prohibits it. Furthermore, the 
statement that sales are permitted in a bank 
lobby by registered broker/dealers overlooks 
the fact that interlocking nonmanagement 
employees between a bank and its securities 
affiliate are prohibited by the bill, even if 
the employees are registered broker/dealers 
subject to all of the NASD and SEC regula
tions (including the requirement that they 
only sell appropriate investments to their 
customers). 

Presumed Myth: "The Banking Committee 
accepted all the Energy and Commerce fire
walls." 

Presumed Fact: "The Energy and Com
merce Committee accepted all Banking Com
mittee firewalls and added two additional 
firewall protections." 

This statement apparently refers only to 
the firewalls contained in the proposed new 
subsection (n) to section 4 of the Bank Hold
ing Company Act. In fact, the Energy and 
Commerce Committee added substantially 
more onerous provisions, even if not labeled 
"firewalls". For example: 

1. The Energy and Commerce Committee 
amended the definition of "broker" under 
the Securities Act of 1933, which would effec
tively prohibit banks from engaging in most 
existing brokerage activities, except through 
an affiliated securities affiliate. That lan
guage effectively negates prior language in 
the bill authorizing banks to continue engag
ing in activities permissible before enact
ment of the bill. The language substantially 
increases the cost not only for purchasers of 
certain securities but also for issuers such as 
states and municipalities with no offsetting 
benefits. 

2. The Energy and Commerce Committee 
added a significant new twist to the firewalls 
included in H.R. 6. In effect, it requires both 
the Federal Reserve and the SEC to concur 
on any proposed modifications to the fire
walls. This is accomplished in section 455 of 
Title IV by amending the securities laws to 
make the firewalls reciprocally applicable to 
securities affiliates. For example, under the 
amendments to the Bank Holding . Company 
Act, a bank generally may not extend credit 
to its securities affiliate. Under the recip
rocal amendment to the securities laws, se
curities affiliates also may not accept such 
credit under the same circumstances. The 
Federal Reserve's authority to modify the 
firewalls extends only over banks and the fi
nancial services holding companies. The SEC 
is given similar authority to modify the fire
walls with respect to securities affiliates. 
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Such a provision is not only legislative when one does not listen to the sound 

overkill, it effectively sets the legislative voice of reason. 
firewalls, which are designed to protect the Mr. Speaker, reason tells each Mem
insured depository institution affiliate, in ber of the House that what we have 
stone. The only purposes for such reciprocal 
provisions is to provide the SEC with regu- done here is not in anyone's best inter-
latory control over the lending activities of est. The phones in our offices ring off 
financial service holding companies and the wall as small insurance companies 
their subsidiary banks, and ultimately to en- fight large, as small banks fight large, 
sure that the firewalls are not modified by as securities agents, real estate firms 
Federal regulators. and everyone faces uncertainty in what 

3. The Energy and Commerce Committee this legislation will do to the financial 
added a provision to Title IV which would marketplace. 
prohibit a bank from extending or denying Let us not be confused. This legisla-
credit or services, or varying the terms and 
conditions, if the effect would be to treat an tion will do for the financial market-
unaffiliated entity less favorably than any place what the Hindenburg does for air 
affiliate of the bank, including all bank sub- travel. It is a disaster, and we should 
sidiaries. The provision would also require not turn our backs simply because we 
banks, upon certain findings by the Federal are afraid of having to come back, and 
Reserve, to offer to unaffiliated brokers and do it right and vote for this travesty 
dealers in the U.S. government securities without giving ourselves adequate and 
clearing services at "reasonable" prices, responsible opportunity to do it cor
terms, and conditions, regardless of the cost to rectly. 
the bank or the price, terms, or conditions the If this motion should fail, please do 
bank may charge or impose on its own securities 
affiliate. not vote for this bill on final.passage. 

Section 23B of the Federal Reserve Act al- Mr. WYLIE. Mr. Speaker, I y1eld such 
ready prevents a bank from offering its non- . time as he may consume to the gen
bank affiliates services on any prices, terms, tleman from California [Mr. DREIER]. 
or conditions that are more favorable than Mr. DREIER of California. Mr. 
those which are offered to unaffiliated third Speaker, I rise in strong support of an 
parties; and therefore, the provision is un- attempt to save the Hindenburg by 
necessary from the standpoint of non-bank passing the recommittal motion. 
affiliates (such as securities affiliates). A By recommitting this legislation it 
bank, however, should not be prohibited means that we might have a chance to 
from offering special pricing or terms to its . 
own bank subsidiaries. Such a subsidiary is allow t~e CO~lttee p~ocess to work, 
nothing more than a separately incorporated wouldn t it be mterestmg to see how 
department of the bank, doing that which the Banking and the Energy and Com
the bank itself can do. Congress would not merce Committees vote? They haven't. 
attempt to regulate how a bank, or any By recommitting this bill will give 
other entity, charges on an internal basis for them the chance. 
services provided to itself; but attempting to Mr. WYLIE. Mr. Speaker, I yield the 
regulate pricing to bank subsidiaries remainder of my time to the gentleman 
amounts to the same thing. from Florida [Mr. MCCOLLUM]. 

It is the intention of this Member to support Mr. McCOLLUM. Mr. Speaker, I 
the bill on final passage. The administration's thank the gentleman from Ohio (Mr. 
vision of an America in which large banks con- WYLIE] for yielding this time to me. 
trolled by large corporations in an unfettered Mr. Speaker, I think the important 
way are allowed to cross State lines and un- thing for us to remember about this 
dertake securities activities is not mine. I pre- motion to recommit and why it needs 
fer decentralized banking, total barriers to inte- to be passed is it can make a good bill 
grating banking and commerce, and reason- out of this. It will keep the whole bill 
able firewalls between banking and securities intact except for title IV, which we had 
activities. such a huge debate on striking the 

I cannot stress enough that tough capital other day, but it keeps the guts of title 
standards are key to prudential banking that a IV's provisions on insurance. It does 
narrow approach is a prescription for a regu- close the Delaware loophole. It does 
latory licentiousness. Hence, as much as I as- close the other loopholes of concern to 
sume Energy and Commerce overstepped in the title insurance folks and others. It 
attempting to protect the securities industry I is a good bill from the insurance com
feel compelled to support the bill. munity standpoint with this motion to 

It is simply more likely, in my judgment, that recommit passed, and it is a good bill 
a more thoughtful House-Senate compromise for all of us who do not want to have to 
can be crafted by paring back a comprehen- deal with unduly restricting banks. 
sive bill than negotiating from a narrow 8Jr Let us pass the motion to recommit, 
proach. take the insurance provisions and put 

Mr. WYLIE. Mr. Speaker, I yield 1 them in there, and strike everything 
minute to the gentleman from Louisi- else out of title IV. Vote aye on the 
ana [Mr. BAKER]. motion to recommit, but, if it fails, 

Mr. BAKER. Mr. Speaker, I thank vote no on the bill, but, if it passes, it 
the gentleman from Ohio [Mr. WYLIE] is a good bill, and we ought to pass it. 
for yielding this time to me. That will solve the problem. 

Mr. Speaker, in a moment we will be The SPEAKER pro tempore. All time 
certainly asked to use our good wisdom for the proponents of the motion to re
with passionate entreaty to adopt this commit has expired. 
bill now reported to the House floor, The Chair recognizes the majority 
and there is no vice in passionate wis- leader, the gentleman from Missouri 
dom in doing one's job, but it is wrong [Mr. GEPHARDT], for 5 minutes. 

Mr. GEPHARDT. Mr. Speaker, Mem
bers of the House, I hope that Members 
will not vote for the motion to recom
mit and will vote for this legislation. 

We have worked in committee for al
most 10 months. We have worked on 
the floor now for 3 days. We cannot 
leave this session of the Congress this 
year until and unless we pass a bill in 
this area that at least recapitalizes the 
banking fund. If this bill fails tonight, 
we will have to stay here, go back to 
committee, try to bring out a bill that 
we can pass before we can leave this 
year. 

I say to my colleagues, "If you vote 
for the motion to recommit, you vote 
to overturn what we said we wanted to 
do the other day, which was to pass the 
Dingell-Gonzalez compromise, which 
we all read, and understood and voted 
for by a majority vote, Republicans 
and Democrats, a few days ago." 

D 1840 

This is a good bill. It is complicated. 
It undoubtedly could be improved. It 
undoubtedly will be improved in a con
ference with the Senate. The President 
can then look at that product and de
cide whether he wants to sign it or 
veto it. Then we will have to take that 
decision and see what we want to do 
from there. But for the life of me, I do 
not know why we would want to go 
back with a motion to recommit or, 
worse, defeat the bill tonight and go 
back to where we were 4 days ago or 6 
months ago. 

We hear a lot about what this lobby 
wants and what that lobby wants. Let 
us forget the lobbies and start thinking 
about what is good for the American 
people and the American taxpayers for 
a change. People are saying that if we 
vote for the motion to recommit, it 
will make the insurance lobby happy. 
Others say that if we defeat the bill, we 
will bring back a stripped-down bill, 
put in interstate banking, and that will 
keep the banking lobby happy, or if we 
do something else, it will make the se
curities dealers happy. 

I say the heck with all of them. I say 
that we should just worry about the 
people who pay the taxes, the 70 billion 
taxpayer dollars that are going to go 
into this fund. 

Let us remember what this is about. 
I was here in 1980. I voted for the Garn
St Germain compromise late at night. 
We revised and reformed the savings 
and loan industry. We opened up the 
insurance from $20,000 to $100,000, and 
with too-big-to-fail we went to unlim
ited insurance and we gave them new 
powers. Now in a few weeks we will 
take up another $80 billion for the RTC 
because of the decisions we made on 
the savings and loans in 1980. 

It is now 1991, and we are now mak
ing the same decisions with regard to 
the banks. I beg the Members to con
sider when we make this decision-and 
I hope we will make it tonight-that if 
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we are going to have this unlimited in
surance and continue it as we are, we 
will take precautions so that we do not 
wind up with the banks being in the 
same condition as the savings and 
loans 1 year from now or 5 years from 
now or 10 years from now. 

We have a responsibility to our peo
ple to recapitalize this fund and not to 
open it up and allow the same mistakes 
to be made. So I urge the Members to 
vote against this motion to recommit 
and stick with the decision we made 3 
or 4 days ago. 

Mr. Speaker, let us pass this bill over 
to the Senate and go to a conference 
and see if we can improve this bill and 
do what is right. Let us put the money 
in the fund, but let us reform the sys
tem so that the problem does not occur 
again. 

The SPEAKER pro tempore (Mr. 
HOYER). Without objection, the pre
vious question is ordered on the motion 
to recommit. 

There was no objection. 
The SPEAKER pro tempore. The 

question is on the motion to recommit. 
The question was taken; and the 

Speaker pro tempore announced that 
the noes appeared to have it. 

RECORDED VOTE 

Mr. WYLIE. Mr. Speaker, I demand a 
recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were-ayes 160, noes 253, 
answered "present" 1, not voting 19, as 
follows: 

Allard 
Archer 
Anney 
A spin 
Baker 
Ballenger 
Barnard 
Barrett 
Bateman 
Bereuter 
Bilirakis 
Bliley 
Boehlert 
Boehner 
Broomfield 
Bunning 
Burton 
Callahan 
Camp 
Campbell (CA) 
Chandler 
Clement 
Clinger 
Coble 
Coleman (MO) 
Combest 
Coughlin 
Cox(CA) 
Crane 
Cunningham 
Davis 
DeLay 
Dickinson 
Doolittle 
Dornan (CA) 
Dreier 
Duncan 
Emerson 
Erdreich 
Ewing 
Fa well 
Fields 

[Roll No. 374] 
AYEB-160 

Franks (CT) 
Gallegly 
Gallo 
Gekas 
Gilchrest 
Gillmor 
Gilman 
Gingrich 
Goodling 
Goss 
Gradison 
Grandy 
Gunderson 
Hall(TX) 
Hamilton 
Hammerschmidt 
Hancock 
Hansen 
Hastert 
Hefley 
Henry 
Hoagland 
Hobson 
Holloway 
Horton 
Houghton 
Hubbard 
Hunter 
Hyde 
Inhofe 
Ireland 
James 
Johnson (CT) 
Johnson (TX) 
Kasich 
Klug 
Kolbe 
Kyl 
Lagomarsino 
Lent 
Lewis (CA) 
Lewis (FL) 

Lightfoot 
Livingston 
Lowery (CA) 
Machtley 
Marlenee 
Martin 
McCandless 
McCollum 
McCrery 
McDade 
McMillan (NC) 
Meyers 
Miller (OH) 
Miller (WA) 
Molinari 
Moorhead 
Morella 
Morrison 
Myers 
Neal (NC) 
Nichols 
Nussle 
Oxley 
Packard 
Paxon 
Petri 
Porter 
Pursell 
Quillen 
Ramstad 
Ravenel 
Regula 
Rhodes 
Ridge 
Riggs 
Rinaldo 
Ritter 
Roberts 
Rogers 
Rohrabacher 
Ros-Lehtinen 
Roth 

Santo rum 
Saxton 
Schaefer 
Schiff 
Schulze 
Sensenbrenner 
Shaw 
Shays 
Shuster 
Skeen 
Smith (NJ) 
Smith(OR) 

Abercrombie 
Ackerman 
Alexander 
Anderson 
Andrews (ME) 
Andrews (NJ) 
Andrews (TX) 
Annunzio 
Anthony 
Applegate 
Atkins 
AuCoin 
Bacchus 
Barton 
Beilenson 
Bennett 
Bentley 
Berman 
Bevill 
Bilbray 
Bonior 
Borski 
Boucher 
Boxer 
Brewster 
Brooks 
Browder 
Brown 
Bruce 
Bustamante 
Byron 
Cardin 
Carper 
Carr 
Clay 
Coleman (TX) 
Collins (IL) 
Collins (MI) 
Condit 
Conyers 
Costello 
Cox (IL) 
Coyne 
Cramer 
Darden 
de la Garza 
DeFazio 
DeLauro 
Dellums 
Derrick 
Dicks 
Dingell 
Donnelly 
Dooley 
Dorgan (ND) 
Downey 
Durbin 
Dymally 
Early 
Eckart 
Edwards (CA) 
Edwards (OK) 
Edwards (TX) 
Engel 
English 
Espy 
Evans 
Fascell 
Fazio 
Feighan 
Fish 
Flake 
Ford (MI) 
Frank (MA) 
Frost 
Gaydos 
Gejdenson 
Gephardt 
Geren 
Gibbons 
Glickman 

Smith(TX) 
Snowe 
Solomon 
Spence 
Spratt 
Stearns 
Stump 
Sundquist 
Tallon 
Taylor(NC) 
Thomas(WY) 
Upton 

NOEB-253 
Gonzalez 
Gordon 
Guarini 
Hall (OH) 
Harris 
Hatcher 
Hayes (IL) 
Hayes (LA) 
Hefner 
Harger 
Hertel 
Hochbrueckner 
Horn 
Hoyer 
Huckaby 
Hughes 
Hutto 
Jacobs 
Jefferson 
Jenkins 
Johnson (SD) 
Johnston 
Jones (GA) 
Jones (NC) 
Jontz 
Kanjorski 
Kaptur 
Kennedy 
Kennelly 
Kildee 
Kleczka 
Kolter 
Kopetski 
Kostmayer 
LaFalce 
Lancaster 
Lantos 
LaRocco 
Laughlin 
Leach 
Lehman(CA) 
Lehman (FL) 
Levin (MI) 
Levine (CA) 
Lewis (GA) 
Lipinski 
Lloyd 
Long 
Lowey (NY) 
Luken 
Manton 
Markey 
Martinez 
Matsui 
Mavroules 
Mazzoli 
McCloskey 
McCurdy 
McDennott 
McGrath 
McHugh 
McMillen (MD) 
McNulty 
Mfume 
Miller (CA) 
Min eta 
Mink 
Moakley 
Mollohan 
Montgomery 
Moran 
Murtha 
Nagle 
Natcher 
Neal (MA) 
Nowak 
Oakar 
Oberstar 
Obey 
Olin 
Olver 

Vander Jagt 
Vucanovich 
Walker 
Weber 
Weldon 
Wolf 
Wylie 
Young(AK) 
Young (FL) 
Zeliff 

Ortiz 
Orton 
Owens(NY) 
Owens (UT) 
Pallone 
Panetta 
Parker 
Pastor 
Patterson 
Payne (NJ) 
Payne (VA) 
Pease 
Pelosi 
Penny 
Perkins 
Peterson (FL) 
Peterson (MN) 
Pickett 
Pickle 
Po shard 
Price 
Rahall 
Rangel 
Ray 
Reed 
Richardson 
Roe 
Roemer 
Rose 
Rostenkowski 
Roukema 
Rowland 
Roybal 
Russo 
Sabo 
Sanders 
Sarpalius 
Savage 
Sawyer 
Scheuer 
Schroeder 
Schumer 
Serrano 
Sharp 
Sikorski 
Sisisky 
Skaggs 
Skelton 
Slattery 
Slaughter (NY) 
Smith(IA) 
Solarz 
Staggers 
Stallings 
Stark 
Stenholm 
Stokes 
Studds 
Swett 
Swift 
Synar 
Tanner 
Tauzin 
Taylor(MS) 
Thomas (GA) 
Thornton 
Torres 
Torricelli 
Towns 
Traficant 
Traxler 
Unsoeld 
Valentine 
Vento 
Visclosky 
Volkmer 
Walsh 
Washington 
Waters 
Waxman 
Weiss 

Wheat 
Whitten 
Willia.ms 
Wilson 

Wise 
Wolpe 
Wyden 
Yates 

Yatron 
Zimmer 

ANSWERED "PRESENT"-1 
Cooper 

Bryant 
Campbell (CO) 
Chapman 
Dannemeyer 
Dixon 
Dwyer 
Foglietta 

NOT VOTING--19 
Ford(TN) 
Green 
Hopkins 
McEwen 
Michel 
Moody 
Mrazek 

0 1901 

Murphy 
Sangmeister 
Slaughter (VA) 
Smith(FL) 
Thomas (CA) 

Mr. LEWIS of California changed his 
vote from "no" to "aye." 

So the motion to recommit was re
jected. 

The result of the vote was announced 
as above recorded. 

The SPEAKER pro tempore (Mr. 
HOYER). The question is on the passage 
of the bill. 

The question was taken; and the 
Speaker pro tempore announced that 
the noes appeared to have it. 

Mr. GONZALEZ. Mr. Speaker, on 
that I demand the yeas and nays. 

The yeas and nays were ordered. 
The vote was taken by electronic de

vice, and there were-yeas 89, nays 324, 
answered "present" 2, not voting 18 as 
follows: 

Abercrombie 
Annunzio 
Atkins 
Beilenson 
Berman 
Bonior 
Borski 
Boucher 
Bruce 
Collins (IL) 
Collins (MI) 
Coyne 
De Lauro 
Dingell 
Donnelly 
Downey 
Dymally 
Early 
Eckart 
Edwards (CA) 
Fascell 
Fazio 
Frost 
Gekas 
Gephardt 
Gibbons 
Glickman 
Gonzalez 
Hayes (IL) 
Hertel 

Ackerman 
Alexander 
Allard 
Anderson 
Andrews (ME) 
Andrews (NJ) 
Andrews (TX) 
Anthony 
Applegate 
Archer 
Anney 
Asp in 
AuCoin 
Bacchus 
Baker 
Ballenger 
Barnard 

[Roll No. 375] 
YEA&--89 

Hochbrueckner 
Hoyer 
Jacobs 
Johnston 
Jones (GA) 
Kennelly 
Kildee 
Kleczka 
Kostmayer 
Lancaster 
Leach 
Lehman (CA) 
Lehman(FL) 
Levin (MI) 
Lewis (GA) 
Lowey (NY) 
Luken 
Machtley 
Manton 
Markey 
Matsui 
Mavroules 
Meyers 
Mink 
Moa.kley 
Moody 
Moran 
Neal (MA) 
Oakar 
Olver 

NAYB-324 
Barrett 
Barton 
Bateman 
Bennett 
Bentley 
Bereuter 
Bevill 
Bilbray 
Bilirakis 
BUley 
Boehlert 
Boehner 
Boxer 
Brewster 
Broomfield 
Browder 
Brown 

Ortiz 
Panetta 
Pease 
Pelosi 
Penny 
Pickle 
Reed 
Roukema 
Roybal 
Sabo 
Sawyer 
Scheuer 
Schroeder 
Schumer 
Sikorski 
Slattery 
Solarz 
Studds 
Synar 
Torres 
Towns 
Traxler 
Vento 
Walsh 
Waxman 
Weiss 
Wolpe 
Wyden 
Yates 

Bunning 
Burton 
Bustamante 
Byron 
Callahan 
Camp 
Campbell (CA) 
Cardin 
Carper 
Carr 
Chandler 
Clay 
Clement 
Clinger 
Coble 
Coleman (MO) 
Coleman (TX) 
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Combest 
Condit 
Conyers 
Costello 
Coughlin 
Cox (CA) 
Cox (lL) 
Cramer 
Crane 
Cunningham 
Darden 
Davis 
de la Garza 
DeFazio 
DeLay 
Dell urns 
Derrick 
Dickinson 
Dicks 
Dooley 
Doolittle 
Dorgan (ND) 
Dornan (CA) 
Dreier 
Duncan 
Durbin 
Edwards (OK) 
Edwards (TX) 
Emerson 
Engel 
English 
Erdreich 
Espy 
Evans 
Ewing 
Fa well 
Feighan 
Fields 
Fish 
Flake 
Ford(MI) 
Frank(MA) 
Franks (CT) 
Gallegly 
Gallo 
Gaydos 
Gejdenson 
Geren 
Gilchrest 
Gillmor 
Gilman 
Gingrich 
Goodling 
Gordon 
Goss 
Gradison 
Grandy 
Guarini 
Gunderson 
Ha.ll (OH) 
Ha.ll (TX) 
Hamilton 
Hammerschmidt 
Hancock 
Hansen 
Harris 
Hastert 
Hatcher 
Hayes (LA) 
Hefley 
Hefner 
Henry 
Harger 
Hoagland 
Hobson 
Holloway 
Horn 
Horton 
Houghton 
Hubbard 
Huckaby 
Hughes 
Hunter 
Hutto 
Hyde 
Inhofe 
Ireland 
James 
Jefferson 
Jenkins 
Johnson (CT) 

Johnson (SD) 
Johnson (TX) 
Jones (NC) 
Jontz 
Kanjorski 
Kaptur 
Kasich 
Kennedy 
Klug 
Kolbe 
Kolter 
Kopetski 
Kyl 
LaFalce 
Lagomarsino 
Lantos 
LaRocco 
Laughlin 
Lent 
Levine (CA) 
Lewis (CA) 
Lewis (FL) 
Lightfoot 
Lipinski 
Livingston 
Lloyd 
Long 
Lowery (CA) 
Marlenee 
Martin 
Martinez 
Mazzoli 
McCandless 
McCloskey 
McCollum 
McCrary 
McCurdy 
McDade 
McDermott 
McGrath 
McHugh 
McMillan (NC) 
McMillen(MD) 
McNulty 
Mfume 
Miller(CA) 
Miller(OH) 
Miller(WA) 
Min eta 
Molinari 
Mollohan 
Montgomery 
Moorhead 
Morella 
Morrison 
Murtha 
Myers 
Nagle 
Natcher 
Neal (NC) 
Nichols 
Nowak 
Nussle 
Oberstar 
Obey 
Olin 
Orton 
Owens(NY) 
Owens (UT) 
Oxley 
Packard 
Pallone 
Parker 
Pastor 
Patterson 
Paxon 
Payne (NJ) 
Payne (VA) 
Perkins 
Peterson (FL) 
Peterson (MN) 
Petri 
Pickett 
Porter 
Poshard 
Price 
Pursell 
Quillen 
Ra.hall 
Ramstad 
Rangel 

Ravenel 
Ray 
Regula 
Rhodes 
Richardson 
Ridge 
Riggs 
Rinaldo 
Ritter 
Roberts 
Roe 
Roemer 
Rogers 
Rohrabacher 
Ros-Lehtinen 
Rose 
Rostenkowski 
Roth 
Rowland 
Russo 
Sanders 
Santorum 
Sarpalius 
Savage 
Saxton 
Schaefer 
Schiff 
Schulze 
Sensenbrenner 
Serrano 
Sharp 
Shaw 
Shays 
Shuster 
Sisisky 
Skaggs 
Skeen 
Skelton 
Slaughter (NY) 
Smith (lA) 
Smith(NJ) 
Smith(OR) 
Smith(TX) 
Snowe 
Solomon 
Spence 
Spratt 
Staggers 
Stallings 
Stark 
Stearns 
Stenholm 
Stokes 
Stump 
Sundquist 
Swett 
Swift 
Tallon 
Tanner 
Tauzin 
Taylor(MS) 
Taylor(NC) 
Thomas(GA) 
Thomas (WY) 
Thornton 
Torricelli 
Traficant 
Unsoeld 
Upton 
Valentine 
Vander Jagt 
Visclosky 
Volkmer 
Vucanovich 
Walker 
Washington 
Waters 
Weber 
Weldon 
Wheat 
Whitten 
Williams 
Wilson 
Wise 
Wolf 
Wylie 
Yatron 
Young (AK) 
Young (FL) 
Zeli!f 
Zimmer 

Brooks 

ANSWERED "PRESENT"-2 
Cooper 
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NOT VOTING-18 

Bryant 
Campbell (CO) 
Chapman 
Dannemeyer 
Dixon 
Dwyer 

Foglietta 
Ford(TN) 
Green 
Hopkins 
McEwen 
Michel 

0 1918 

Mrazek 
Murphy 
Sangmeister 
Slaughter (VA) 
Smith (FL) 
Thomas (CA) 

The Clerk announced the following 
pair: 

On this vote: 
Mr. Smith of Florida for, with Mr. Murphy 

against. 
So the bill was not passed. 
The result of the vote was announced 

as above recorded. 
A motion to reconsider was laid on 

the table. 

PERSONAL EXPLANATION 
Mr. DANNEMEYER. Mr. Speaker, I was un

avoidably absent from the House. Had I been 
present I would have voted "aye" on rollcall 
Nos. 367, 371, 372, and 374 and "nay" on 
rollcall Nos. 368, 369, 370, 373, and 375. 

PRIVILEGES OF THE HOUSE-USE 
OF HOUSE RESOURCES BY 
HOUSE COUNSEL TO PREPARE 
LEGAL BRIEF ON CONSTITU
TIONALITY OF TERM LIMITS 
Mr. COX of California. Mr. Speaker, I 

rise to a question of the privileges of 
the House, and I send to the desk a 
privileged resolution (H. Res. 268) and 
ask for its immediate consideration. 

The Clerk read the resolution, as fol
lows: 

Whereas, Rule IX of the Rules of the House 
of Representatives provides that questions of 
privilege shall arise whenever the rights of 
the House collectively, or the integrity of its 
proceedings, are affected; and, 

Whereas, under the precedents, customs, 
and traditions of the House pursuant to Rule 
IX, a question of privilege has arisen in cases 
involving the actions of officers and employ
ees of the House, including the use of the 
House of Representatives legal counsel to 
represent individual Members or the House 
collectively, where such representation 
could reflect upon the House as a whole; and, 

Whereas, the rights of the House collec
tively are affected directly by the House of 
Representatives' legal counsel preparing a 
formal legal brief arguing the unconsti
tutionality of Congressional term limits; 
and, 

Whereas, the rights and the reputation of 
all Members of the House of Representatives 
are directly affected by the House of Rep
resentatives legal counsel preparing such a 
legal brief, which could be understood to 
imply the support of the House of Represent
atives and its membership (or at least a ma
jority thereof) for the positions taken there
in; and 

Whereas, no vote of the Members of the 
House has occurred on any resolution or bill, 
authorizing the House of Representatives' 
counsel to prepare a legal brief for or against 
the constitutionality of term limits; and, 

Whereas, the decision by the House of Rep
resentatives' counsel to use the funds andre
sources of the House to prepare arguments 
against the constitutionality of term lim
its-without any formal or informal vote of 

the Members-subjects the House collec
tively, and each of its Members, to legiti
mate question concerning the integrity of 
House proceedings; and, 

Whereas, the use of official House re
sources to prepare a legal brief for an indi
vidual Member in a case where he is not a 
party, but where instead he has personal po
litical interest, could subject Members, in 
their representative capacity, to ridicule and 
contempt; and 

Whereas, the constitutionality of state-im
posed term limits for Members of Congress is 
an open question, undecided by our legal sys
tem, and on which reasonable persons can 
differ; 

Resolved, That the Clerk of the House shall 
take all necessary steps to notify interested 
parties, including the Florida Supreme 
Court, that the House of Representatives re
grets that official resources were used to pre
pare a brief against the constitutionality of 
State-imposed term limitations for Members 
of Congress, and that the House has no offi
cial or unofficial position thereon. 

The SPEAKER pro tempore (Mr. 
HOYER). The resolution constitutes a 
question of the privileges of the House. 

Mr. GEPHARDT. Mr. Speaker, I ask 
unanimous consent that further debate 
on this resolution and a possible vote 
on the resolution be deferred until the 
first order of business on Wednesday of 
this week. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Missouri? 

Mr. COX of California. Mr. Speaker, 
reserving the right to object, I have 
had the opportunity to discuss this 
question with the distinguished major
ity leader. I appreciate his request for 
unanimous consent, and I agree that it 
is in the best interests of all Members 
of the House so that we may have a full 
and fair debate on the question and a 
vote at a time when Members find it 
more convenient. As a result, I concur 
in the request for unanimous consent 
and urge my fellow Members to do 
likewise. 

Mr. Speaker, I withdraw my reserva
tion of objection. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Missouri? 

Mr. ECKART. Mr. Speaker, reserving 
the right to object, could I inquire as 
to whether or not any effort has been 
made to secure the efforts of the House 
counsel to prepare a brief in support of 
the term-limit initiative? 

Mr. COX of California. Mr. Speaker, 
will the gentleman yield? 

Mr. ECKART. Further reserving the 
right to object, I yield to the gen
tleman from California. 

Mr. COX of California. This Member 
has made no such efforts. I am aware, 
however, that a letter has been sent to 
the Clerk of the House of Representa
tives asking that that be done. It is not 
the tenor nor the intent of the resolu
tion I have brought before the House to 
do so. 

Mr. ECKART. Further reserving the 
right to object, Mr. Speaker, it in no 
way would force the House to take a 
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position or the counsel to take a posi
tion in support or opposition to the ini
tiative, but it is merely the seeking of 
legal advice of the counsel for Members 
individually? Is that the gentleman's 
understanding? 

Mr. COX of California. If the gen
tleman will yield further, Mr. Speaker, 
my purpose in offering this resolution 
is to take a position as a body that, 
frankly, we have no position, that this 
is an open legal question, that it ought 
to be left to the decision by the courts. 

Mr. ECKART. Mr. Speaker, I with
draw my reservation of objection. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Missouri? 

There was no objection. 

PERMISSION TO HAVE UNTIL MID
NIGHT TUESDAY, NOVEMBER 5, 
1991, TO FILE CONFERENCE RE
PORT ON H.R. 2100, NATIONAL 
DEFENSE AUTHORIZATION ACT 
FOR FISCAL YEARS 1992 AND 1993 
Mr. MONTGOMERY. Mr. Speaker, I 

ask unanimous consent that the man
agers on the part of the House may 
have until midnight, Tuesday, Novem
ber 5, to file a conference report on 
H.R. 2100 as amended, the National De
fense Authorization Act for fiscal year 
1992. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Mississippi? 

There was no objection. 

REMOVAL OF NAME OF MEMBER 
AS COSPONSOR OF HOUSE JOINT 
RESOLUTION 323 
Mr. GOSS. Mr. Speaker, I ask unani

mous consent that my name be re
moved from the list of cosponsors of 
House Joint Resolution 323. My name 
was placed thereon in error. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Florida? 

There was no objection. 

THE OCTOBER SURPRISE 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Louisiana [Mr. LIVING
STON] is recognized for 5 minutes. 

Mr. LIVINGSTON. Mr. Speaker, con
gressional Democrats owe Ronald 
Reagan and George Bush and the 
American people an apology. 

When it comes to ethics, the Demo
crat Party has selective moral outrage. 
They are unconcerned that John Ken
nedy might have schemed with Chicago 
and Texas politicians to steal the 1960 
Presidential election. They do not ask 
how Lyndon Johnson, who was born 
into poverty and spent a career in pub
lic service, managed to retire as a mul
timillionaire. 

But when the topic turns to Repub
licans in general and Ronald Reagan in 
particular, suddenly these Democrats 

. make Cotton Mather look like Hugh 
Hefner. 

0 1930 
Take their latest gimmick, the so

called October surprise investigation, 
which has been featured in newspaper 
articles and TV news shows extensively 
over the last 6 months. 

Mr. Speaker, you know the October 
surprise. It was an idea that in 1980 
Reagan campaign aids, including one 
person who is now a Federal judge on 
the D.C. Court of Appeals, secretly con
spired with the ayatollah to delay re
lease of U.S. hostages until after the 
election. Then according to this sce
nario, President Reagan agreed to di
vert arms and spare parts to the aya
tollah. 

Mr. Speaker, the basis for this article 
of faith among so many Democrats is 
the contention by Gary Sick, a dis
gruntled Carter administration ad
viser, now proven in articles in the 
New Republic and Newsweek to be 
mythical at best, and at worst a crock 
of horse feathers. 

Sick says in a recent New York 
Times article that for a long time he 
himself doubted the October surprise 
scenario. Yet he claims he heard so 
much evidence in support of it from so 
many people that suddenly he is now 
convinced it is true. 

Well, the facts tell a different story. 
In fact, Gary Sick is not some long
time doubter of this scenario. He has 
been pedaling the October surprise 
story, as well as his soul-searching con
version, for 3 years. He tried doing it 
during the final weeks of the 1988 Pres
idential campaign as a way of killing 
off the Bush campaign. It did not work 
then and it is even less credible today, 
despite the intent of the Democrats to 
begin investigations of his story in 
both Houses. 

Sick claims George Bush was in Paris 
at the height of the 1980 campaign. He 
says he has witnesses to this; but look
ing at the facts you find that not only 
do all his witnesses turn out to be 
crackpots, felons, or pathological liars, 
but all the travel logs and the Secret 
Service files show that George Bush 
never left American shores. 

One of the people Sick relies upon is 
Abolhassan Bani-Sadr, the former Ira
nian leader who was driven into exile 
in the early 1980's. Yet Bani-Sadr, a 
liar of the highest order, for the first 
decade of his exile never mentioned the 
October surprise. It was only when he 
decided to write and sell his memoirs 
that he decided to proclaim that 
George Bush was in Paris during Octo
ber 1980, to deal arms for hostages; and 
yet, Mr. Speaker, we know now that it 
never happened. 

Gary Sick was grilled on ABC's 
"Nightline" the day his story ap-

peared. Ted Koppel put it to Sick in no 
uncertain terms. He said: 

I must tell you, I read with great interest 
and care your op-ed piece in the New York 
Times this morning. You don't have it. You 
make a number of allegations, a number of 
sources, most of them anonymous. It does 
not seem to me as though you've got an iron
clad case. 

Sick responded, 
It was not possible to list all the sources 

by name and background in a piece that size, 
and if you're talking about hard documen
tary evidence, you're absolutely right. It 
just isn't there in hard document form. 

Well, of course it is not, Mr. Speaker, 
because no evidence exists; but the 
facts do tell us that Zbigniew Brzeinski 
in his memoirs as President Carter's 
own National Security Adviser writes: 

The outbreak of the Iran-Iraq war created 
in Iran a need for American spare parts and 
we began to hold out that option as a way of 
enticing the Iranians into a prompt settle
ment. By the middle of October, we were 
even discussing among ourselves 

That is, the Carter administration
the possibility of pre-positioning some of 
those spare parts in Germany, Algeria, or 
Pakistan so that the Iranians could then 
promptly pick them up with their own air
craft. 

So, Mr. Speaker, if you are going to 
conduct an investigation, note that it 
was the Carter people, not the Reagan 
people, who were talking about swap
ping arms for hostages. 

Now, Mr. Speaker, this is typical of 
the intellectual bankruptcy of today's 
Democratic Party, always blaming 
someone else for their problems. 

But it is their fault. They have held 
power in this Chamber uninterrupted 
for nearly four decades. They are the 
ones who refuse to curb Government 
spending, or roll back the scale of Gov
ernment spending. They continue to 
write restrictive rules that prohibit 
full and fair and open debate here on 
the House floor, and it is they who are 
pushing a phony partisan investiga
tion. It is no wonder that the American 
people do not trust Congress or do not 
trust the Democrats. 

Even worse, Mr. Speaker, they may 
be right. Even more so now that we un
derstand that the October surprise is a 
fraud and a hoax. Do not take my word 
for it. Read the New Republic and the 
Newsweek articles, and when you are 
through, Mr. Speaker, you can apolo
gize to Ronald Reagan, George Bush, 
and the American people. 

Mr. Speaker, I include the following 
article: 

[From the New Republic) 
THE CONSPIRACY THAT WASN'T 

(By Steven Emerson and Jesse Furman) 
Few op-ed pieces prove to be as popular or 

long-lived as the one Gary Sick wrote for 
The New York Times last April. He claimed 
that in October 1980 officials in Ronald Rea
gan's presidential campaign made a secret 
deal with Iran to delay the release of the 
American hostages until after the election. 
In return, the United States purportedly ar-
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ranged for Israel to ship weapons to Iran. 
The charges of an "October Surprise" 
weren't new. They had been circulating in 
the press since 1987. But Sick, who had 
served on Jimmy Carter's National Security 
Council staff and is the author of the ac
claimed All Fall Down (1985), an account of 
the 1980 Iran hostage crisis, gave new impe
tus to the story. So did a show the following 
day by PBS's "Frontline," in which Sick was 
featured. 

When Sick first wrote about the release of 
the hostages in his book, he explained that 
there were several reasons they were freed in 
January 1981: Iranian enmity for Carter, the 
complications of unfreeing Iranian assets, 
the disorganization of the Iranian regime, 
and the protracted nature of U.S.-Iranian ne
gotiations. But in his oped piece, Sick wrote 
that in preparation for a new book on Iran, 
October Surprise (to be published this 
month), he interviewed "hundreds of people" 
who told him about a secret Reagan-Bush 
hostage deal in 1980. What finally persuaded 
him was "the absence of contradictions on 
the key elements of the story" provided by 
his sources. Sick became convinced that Wil
liam Casey, then Reagan's campaign man
ager, had met secretly in Madrid in the sum
mer of 1980 with Iranian intermediaries to 
negotiate a secret deal, and that Casey and 
other officials met in Paris in October 1980, 
after which Iran broke off negotiations with 
the Carter administration. Sick also wrote 
that three of his sources saw then Vice 
President George Bush in Paris as well, but 
that "in the absence of further information, 
I have not made up my mind about this alle
gation.'' 

The Sick piece and the "Frontline" story 
prompted a spate of alarmed editorials, an 
indignant request from former President 
Carter for a "blue-ribbon panel" to inves
tigate the charges, and congressional inquir
ies into the October Surprise. 

But the truth is, the conspiracy as cur
rently postulated is a total fabrication. None 
of the evidence cited to support the October 
Surprise stands up to scrutiny. The key 
sources on whose word the story rests are 
documented frauds and imposters. Rep
resenting themselves as intelligence 
operatives, they have concocted allegations 
that are demonstrably false, and their sto
ries, full of internal inconsistencies, are also 
contradictory. Almost every primary source 
cited by Sick or "Frontline" has been in
dicted or was the subject of a federal inves
tigation prior to claiming to be a "partici
pant" in the October Surprise. Finally, evi
dence we have uncovered shows that William 
Casey and George Bush could not have been 
present at the meetings alleged by the 
sources. 

The term "October Surprise" was actually 
coined by Reagan campaign aides who wor
ried in the fall of 1980 that Carter would 
launch an operation to free the hostages in 
order to win the election. Thus in the fall of 
1980 members of the Reagan campaign team 
often met to discuss developments regarding 
the hostages. There was concern that Carter 
would do something to exploit the hostage 
situation, and some of the things the Repub
licans did-such as stealing Carter's debate 
book-were sleazy. But they certainly did 
not amount to treason, as proponents of the 
October Surprise have charged. 

The conspiracy theory began to catch on in 
April 1987. On the front page of the Miami 
Herald, Alfonso Chardy reported on a secret 
meeting in early October 1980 with Richard 
Allen and Laurence Silberman, then foreign 
policy advisers to Reagan, and Robert 

McFarlane, then an aide to Senator John 
Tower on the Senate Armed Services Com
mittee. The article said they "met secretly" 
at the L'Enfant Plaza Hotel in Washington, 
D.C., with a "man who said he represented 
the Iranian government and offered to re
lease to candidate Reagan 52 American hos
tages being held in Tehran." Allen told the 
House Foreign Affairs Committee last May 
that he went at the "insistence" of McFar
lane, who only indicated that the meeting 
was about the Middle East. Although the ar
ticle quoted Allen as saying that he rejected 
the man's offer as "absurd" and told him to 
deal directly with the Carter administration, 
the article strongly implied that this meet
ing was part of a new scandal linked to the 
Iran-contra affair. Allen's decision not to in
form Carter officials of the meeting fueled 
suspicion about the story. 

Abolhassan Bani-Sadr, the president of 
Iran from January 1980 through June 1981, 
was quoted as claiming that he "learned in 
1981" that Iranian leaders Ali Akbar 
Hashemi Rafsanjani and Mohammed 
Beheshti had collaborated with Reagan cam
paign aides to release the hostages. 
(Beheshti and Rafsanjani, bitter political op
ponents of Bani-Sadr, had forced him from 
power. Beheshti was later killed by a bomb 
in 1981, and Rafsanjani is now president of 
Iran.) Bani-Sadr also charged that the 
Reagan officials had promised Iran that it 
would receive weapons for its war with Iraq. 
But Bani-Sadr stipulated that the promises 
of weapons were not linked to the release of 
the hostages-and furthermore, he didn't 
know if any weapons were eventually 
shipped. 

In early July 1987 the October Surprise got 
a big push from the Nation with Christopher 
Hitchens's charge that the Reagan campaign 
assured the Iranians that "if they kept the 
American hostages until after the election," 
the Iranians would be rewarded with arms. 
Hitchens quoted Barbara Honegger, a Reagan 
campaign researcher and low-level worker in 
the Reagan White House, as saying that in 
late October 1980 she had overheard an un
identified "staffer" say, "We don't have to 
worry about an 'October Surprise.' Dick cut 
a deal," presumably a reference to Richard 
Allen. 

As these charges began circulating, Bani
Sadr's memory improved dramatically. On 
August 3 Flora Lewis reported in a New York 
Times column, based on an interview, that 
Bani-Sadr now held without doubt that the 
"Reagan campaign offered arms if the hos
tages were not released until after the 1980 
election." He also asserted that in October 
1980 his "aides found out" that Rafsanjani 
and Beheshti had delayed the release of the 
hostages, that there was a meeting between 
Beheshti and a "Reagan campaign official" 
in Paris, and that he "learned later" that 
Allen, Silberman, and McFarlane met with 
an Iranian envoy in Washington. 

Bani-Sadr's memory continued to improve. 
On August 9, 1987, Miami Herald reporter 
Chardy quoted him as now saying that "se
cret contacts between Reagan and Khomeini 
representatives" had fixed a deal in October 
1980 to free the hostages. (Note that accord
ing to Sick in a 1988 Los Angeles Times 
story, "Bani-Sadr had nothing to do with the 
negotiations. He was completely out of it.") 
The article also reported that the Reagan ad
ministration approved of, or at least con
doned, Israeli arms sales to Iran in 1981. All 
the ingredients for the cabal were now in 
place. 

Then, in an August 1987 interview with 
Leslie Cockburn for her book Out of Control, 

Bani-Sadr said that he knew ahead of time 
that Rafsanjani and Beheshti sent an Iranian 
envoy to meet with Allen and Silberman and 
that he even protested to Rafsanjani and 
Khomeini that it was "dangerous" to renege 
on the negotiations with Carter. Remember 
that initially he claimed to have no prior 
knowledge of any such meeting. Later he 
said he "learned" about the meeting in 1981. 
Now he was saying that he knew of the meet
ing ahead of time. 

It got better. The following year, in a Sep
tember 1988 article in Playboy by Abbie Hoff
man and Jonathan Silvers, which painted 
the most comprehensive October Surprise 
conspiracy to date, Bani-Sadr said defini
tively that George Bush was the Reagan 
campaign official who met in Paris with 
Beheshti in October 1980. (A year later Bani
Sadr said he had a "document" showing that 
Bush was present at the meeting-but he 
could not disclose the document because 
"the life of the writer ... and the lives of 
many people would fall into danger.") Bani
Sadr's accusations about Bush prompted an 
editorial in The Washington Post-not espe
cially disposed to defending Bush in gen
eral-in October 1988 that noted Bani-Sadr's 
motivation in "smearing Bush." The Post 
wrote, "Bani-Sadr has to hope that U.S.-Ira
nian relations will continue to be antagonis
tic if the Iranian opposition is ever to have 
a chance of gaining important American sup
port. His effort to smear Bush betrays con
cern about tensions lessening if the Repub
licans stay in power." 

Emboldened by the eager response to his 
allegation by international journalists, 
Bani-Sadr wrote his memoirs, which went 
beyond even the October Surprise conspir
acy. In My Turn To Speak: Iran, the Revolu
tion & Secret Deals with the U.S. (published 
in France in 1989, and in the United States in 
1991), Bani-Sadr portrayed himself as a man 
victimized by the double dealings of the 
Khomeni regime and the Reagan campaign. 

At the same time a new "source" 
emerged-who was fortuitously able to con
firm Bani-Sadr's allegations. His name was 
Richard Brenneke, an Oregon businessman, 
and he surpassed even Bani-Sadr in his abil
ity to recall events that he had admitted 
earlier he knew nothing about. 

Brenneke claimed to have worked for the 
CIA and FBI in addition to the Mossad and 
the French, Italian, and other intelligence 
services. His first surfaced in late November 
1986, immediately after the official disclo
sure of the 'Iran-contra affair, when he 
claimed that he personally had informed 
then Vice President Bush's office in Feb
ruary 1986 of secret details of the Iran-contra 
affair. Reporters flocked to Brenneke as he 
began propounding incredible tales of U.S. 
and other covert operations. For example, he 
was a primary source for a front-page New 
York Times story on February 2, 1987, about 
the "Demavand project," a purportedly clas
sified CIA-Pentagon operation to ship bil
lions of dollars of sophisticated weapons, in
cluding tanks, bombers, and helicopters to 
Iran. Brenneke, the article reported, had pro
vided the Times with "documents and 
telexes" including a letter of reference, 
dated June 20, 1979, which stated that he had 
been employed for the CIA for thirteen years 
and that the CIA "found him to be thorough, 
competent, and very trustworthy." 

The CIA and the Defense Department is
sued categorical denials of the story. Other 
reporters at the Times began looking into 
Brenneke's allegations and his background. 
Both began to collapse. According to a vet
eran New York Times reporter, "We soon 
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found out that Brenneke was ... an abso
lute liar. Even the documents he gave us 
were forged, including the CIA letter of ref
erence." 

At The Portland Oregonian, reporters were 
amused at Brenneke's celebrity status: the 
paper had reported weeks earlier that 
Brenneke had greatly "exaggerated" his role 
in arms sales, that he had said he couldn't 
remember if he worked at the CIA, that none 
of his international arms dealing ever came 
to fruition, and that he had been the subject 
of an FBI investigation for his suspected role 
in a check-kiting scheme and a forged air
plane title report years earlier. 

For the most part, however, the press was 
willing to suspend disbelief. ABC News 
quickly ran a series of "investigative" sto
ries based on new Brenneke allegations. In 
April 1988 the network aired a report based 
on a "confidential source"-who the network 
later admitted to be Brenneke-alleging that 
in 1983 the United States, working with Is
raeli intelligence, secretly flew weapons to 
the contras and used the planes on their way 
back to transport drugs into the United 
States. 

Newsweek followed up with a story by Rob
ert Parry that provided even more details 
about Brenneke's allegations, including the 
charge that Donald Gregg, Vice President 
Bush's national security adviser (now ambas
sador to South Korea), was part of the drugs
for-weapons operation. Parry suggested that 
he had independent confirmation of the ABC 
allegations, but Brenneke was the only 
named source for both news organizations. 
Over the next five months Brenneke's claims 
were the focus of more than 200 national 
news stories and columns. (One of the few re
porters to raise questions about Brenneke 
was Mark Hosenball, who wrote an article 
for TNR in June 1988 saying that Parry and 
ABC had uncritically bought the story of an 
unreliable witness.) 
It seemed there wasn't anything Brenneke 

did not know. He told The Los Angeles 
Times that he supplied explosives to a PLO 
training camp located in western Oregon, a 
camp about which Oregon law enforcement 
knew nothing. He told the Seattle Times of 
his knowledge of Israelis training Colombian 
drug cartel hit squads. He told the Detroit 
Free Press that he supplied U.S. intelligence 
with information from an Iranian military 
officer that included maps of Qaddafi's head
quarters two months before the United 
States bombed Libya in April 1986. He quick
ly discovered that it was possible to get 
away with any allegation in the national se
curity arena: if an intelligence agency, al
ready suspect in the public's mind, denied 
something, that merely reinforced the au
thenticity of the charges. 

By late September 1988 Brenneke, having 
never mentioned anything about the October 
Surprise, suddenly emerged as the primary 
source of the conspiracy in the United 
States. His disclosures came right after he 
met Honegger, the former Reagan campaign 
aide, in August 1988. Honegger had become 
one of the leading champions of the October 
Surprise. She claimed to have her own intel
ligence and confidential sources who "con
firmed" the conspiracy and began working 
on a book called October Surprise, published 
in 1989. 

Honegger herself was no stranger to con
troversy. A believer in paranormal events 
(she has an unusual master's degree in 
"parapsychology"), she claimed a "source" 
with her voice contacted her in early 1980 to 
tell her she would get a job with the Reagan 
administration. She said that an intelligence 

officer told her that U.S. satellites parted 
the clouds during Reagan's inauguration to 
let the sun shine only on Reagan. When she 
resigned from the Reagan White House, she 
told a reporter that she had been guided by 
insights that she described as "channeled in
formation ... as if it were from the future." 

Honegger says in her book that she met 
Brenneke on August 22, 1988, in Washington. 
At the meeting, Brenneke told her that he 
had learned from his "Iranian contacts" that 
a secret meeting was held at the Raphael 
Hotel in Paris on October 19, 1980, between 
William Casey, Donald Gregg, Iranian arms 
dealer Cyrus Hashemi, and Iranian merchant 
Manucher Ghorbanifar. Brenneke told 
Honegger that he was not present at the 
Paris meeting, but that he had been in the 
city that weekend and that his presence 
there was purely "coincidental." 

Honegger, who had been in touch with 
Bani-Sadr and was eager to substantiate his 
story about Bush attending the secret Paris 
meeting, recounted the allegations. What 
could Brenneke tell her about "Bush's pos
sible participation"? she asked. Brenneke 
said he would ''make a few phone calls to see 
the 'lay of the land,' " and would get back to 
her. 

A week later the Playboy article hit the 
stands. 

On September 23, 1988, Brenneke suddenly 
recalled that he had attended at least one of 
the meetings in Paris in October 1980, that 
there were a total of three meetings held on 
October 19 and 20, 1980, and that he had 
played a pivotal role in the October Surprise 
deal. Brenneke was appearing that day as a 
character witness at a Denver court for the 
sentencing of his friend Heinrich Rupp. 

· Trained as a Nazi pilot, Rupp was a Colorado 
gold dealer who had been convicted of bank 
fraud and sentenced to forty-one years in 
jail. Brenneke told the court that Rupp had 
been prosecuted to shut him up about his in
volvement in flying Reagan campaign aide 
to Paris in October 1980. 

Brenneke testified that on October 18, 1980, 
Rupp participated, at the request of the CIA, 
in a flight ,'taking Bush, Casey, Allen, and 
Gregg to a meeting in Paris with Iranian 
representatives to work out a deal to delay 
the release of American hostages until after 
the election. He said that Rupp had been a 
long-time CIA pilot, and that Rupp person
ally flew Casey to France. Brenneke also 
said that he attended the third meeting, at 
which Casey and Cyrus Hashemi (both men 
were dead by the time of Brenneke's testi
mony) and Gregg also participated. 

Brenneke went on to say that a CIA officer 
named Robert Kerritt had given him instruc
tions to go to Paris. And as a result of the 
meetings with Casey and Bush, he claimed 
that he witnessed an agreement over the "lo
gistics of transferring $40 million [in U.S. 
funds) for the purchase of weapons [for 
Iran)." Asked whether he ever played a "role 
in conveying or transferring that money," 
Brenn eke said, "I don't believe so." 

After the February 1987 New York times 
article had appeared, Brenneke had been con
tracted by Jack Blum, special investigator 
for the Senate Subcommittee on Terrorism, 
Narcotics and International Operations, 
headed by Senator John Kerry. He met with 
Brenneke for hundreds of hours, and a year 
and a half later Brenneke began telling 
newspapers that Blum and the other staffers 
corroborated his allegations about the Octo
ber Surprise. Moreover, Brenneke testified 
under oath in the Rupp hearing that he had 
provided the October Surprise information to 
the Senate subcommittee and that it was 
later confirmed by the staffers. 

Yet according to Blum and other Senate 
staffers, not only did Brenneke never men
tion the October Surprise; the subcommittee 
found him to be an outright liar. The com
mittee obtained thousands of pages of docu
ments from law enforcement and intel
ligence agencies and discovered, says Blum, 
"that nothing he said was ture-he had made 
it up based on what he read in the newspaper 
or what he was told." 

The Senate subcommittee released a 1,166-
page report December 1988, in which two 
pages are devoted to Brenneke. Among the 
conclusions: "The records show that 
Brenneke was never officially connected to 
U.S. intelligence." The report noted that 
Brenneke "began telling his stories about his 
'secret' life as a spy" after being stopped by 
the U.S. Customs Service on his way back 
from Europe and asked about documents re
lating to arms deals. "His response was to 
offer to become a Customs informant," stat
ed the report. Customs declined the offer. 
The report also noted that "Brenneke ap
plied for a job with the CIA when he finished 
school but his application was rejected." 

By May 1989 Brenneke's stories began to 
catch up with him. A Denver grand jury in
dicted him for perjury for making false dec
larations under oath to a federal judge in the 
Rupp hearing. Brenneke's trial took place in 
Portland, Oregon, in April 1990. A CIA offi
cial testified that not only had Brenneke and 
Rupp never worked for the CIA; the agency 
had never heard of anyone named Robert 
Kerritt-Brenneke's supposed contact. Se
cret Service agents testified that Bush had 
not left the country in the two weeks before 
the election; two of Casey's secretaries said 
the same thing about their boss. Then Gregg 
testified that on the weekend of October 18 
and 19, 1980, rather than being at the Paris 
meetings as Brenneke claimed, he was on va
cation at a beach in Delaware; on Monday 
October 20, he said he was back at work at 
the Old Executive Office building. He re
called that the weather was cloudy and pro
duced a photograph of himself and his daugh
ter on the beach. The back of the photo is 
stamped "October 1980" from the processing 
lab. The photo showed a hazy but partly 
sunny sky. 

In response, Brenneke's lawyers produced 
Robert Lynott, a retired Portland TV weath
erman who testified that his review of the 
weather reports showed there were overcast 
and rainy conditions most of that weekend 
in Delaware-and that therefore the photo 
must have been taken at a different time. 
This turned out to be the key piece of evi
dence on which the jury concentrated. 

Following a three-week trial, Brenneke 
was acquitted, thanks to the prosecution's 
incompetence and overconfidence and the de
fense's success in shrouding Brenneke in the 
smoke and mirrors of the intelligence world. 
The prosecution was roundly criticized for 
not asking for or admitting any documen
tary evidence. The Secret Service agents 
didn't bring records to the trial, which made 
them vulnerable on cross examination. 
Casey's two secretaries admitted that Casey 
kept secrets from them, which rendered their 
testimony questionable in the minds of ju
rors. 

Prosecutors did not introduce into evi
dence Gregg's datebook, which has the word 
"beach" penned on the October 18 weekend, 
or the four computerized White House memo
randa that he sent from and received in his 
office on October 20. Thus the jury became 
preoccupied with the questions raised by the 
defense about the alleged date of the photo
graph. Three jurors later admitted that their 
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"doubt" about the photograph was the main 
reason they had acquitted Brenneke. 

Despite the litany of Brenneke's inconsist
encies, October Surprise supporters touted 
his acquittal as proof of his veracity. Sick 
says: "Brenneke had the courage of his con
viction in taking on the U.S. government on 
three key allegations [about the presence of 
Bush, Casey, and Gregg at the Paris meet
ings], and he was acquitted .... The evi
dence on George Bush not being in Paris is 
less persuasive than that of Donald Gregg. 
The way Bush has dealt with this is very sus
picious. There is not a single shred of evi
dence that Bush was where he said he was." 
"Frontline" embraced Brenneke's trial de
fense that the weather conditions on the 
Delaware shore on October 20, 1980, were in
compatible with the Gregg photo, claiming 
that "U.S. government documents show the 
weather was cold and cloudy that weekend 
on the Delaware shore." In fact, detailed 
hourly weather maps of that weekend from 
the National Oceanic and Atmospheric Ad
ministration show that on Sunday afternoon 
weather conditions were compatible with the 
picture Gregg produced. 

"Frontline," Sick, and October Surprise 
conspiracy supporters also rely on the "eye
witness testimony" of Brenneke's good 
friend Rupp. Weeks after Sick published his 
op-ed piece, in which he indirectly cited 
Brenneke and Rupp (though not by name), 
when questioned by reporters skeptical 
about Brenneke's credibility, he disclaimed 
any reliance on him. Rupp, however, was 
still a primary source. He has maintained 
that his involvement in a loan fraud, which 
led to the collapse of the Aurora Bank in 
Colorado in 1985, was actually due to the 
CIA, for whom he said he was working, as 
part of a "national security operation" re
lated to Iran-contra. 

Like Bani-Sadr and Brenneke, Rupp's sud
den recall of the October Surprise came 
about belatedly. Only after his conviction for 
bank fraud, Rupp began telling newspapers 
and TV stations that he flew Casey to Paris 
on October 18, 1980, and insisted that Bush 
was present on the tarmac at the French air
port. There are numerous inconsistencies in 
Rupp's account. He was unable to produce 
any proof that he worked for the CIA, and 
the plane he said he piloted to Paris that 
weekend, according to leasing company 
records, was actually parked in California. 
Furthermore, Rupp's passport (and 
Brenneke's too, for that matter) shows no 
exit from the United States or entry into 
France in October 1980. Rupp told reporters 
he didn't know who his passengers were at 
the time of the flight to Paris. He claims 
only to have recognized the "Old Professor" 
six years later when Casey was shown "testi
fying on television" about the Iran-contra 
scandal (a dubious detail, seeing that Casey 
had a stroke a day before the televised hear
ings). Rupp also said it was only years later 
that he recognized the "tall man with the 
crooked eyes"-the person at the Paris air
port-as George Bush. Is it conceivable that 
Rupp would not have recognized Bush or 
Casey when he saw them? After all, he 
claims to be a long-time CIA employee and 
pilot-and Bush was head of the CIA four 
years before. Moreover, Brenneke says that 
Rupp was one of "Casey's favorite pilots." 

As for the allegations about Bush's pres
ence in Paris on October 19 and 20, Secret 
Service records and contemporaneous news 
accounts of Bush's speeches show indis
putably that he is publicly accounted for al
most hourly-in numerous campaign stops
from October 15 through the late evening of 

October 18. On Sunday morning, October 19, 
according to information obtained by Gordon 
Crovitz of the Wall Street Journal, Bush had 
a private lunch with Judge Potter Stewart 
at the Chevy Chase Country Club. And Se
cret Service records show that agents went 
to the club to provide protection for Bush 
that Sunday morning. On the evening of Oc
tober 19 Bush spoke to at a campaign event 
at the Washington Hilton, which is substan
tiated by newspaper accounts. On Monday, 
October 20, according to a schedule released 
by the White House and confirmed by news
paper and wire service reports, Bush cam
paigned the entire day in several cities in 
Connecticut. 

When confronted with this information, 
October Surprise buffs either claim that the 
Secret Service records were fabricated or 
maintain that Bush could have flown to 
Paris on the Concorde and technically re
turned eight hours later. But if he did fly via 
Concorde (or any other high-speed plane), it 
conflicts with all of the statements made by 
Rupp and Brenneke, who said that Bush and 
Casey had flown to Paris on October 18 on a 
BAC-111. Nor is it compatible with any of 
the statements made by the other key 
sources used by "Frontline" and Sick. 

By any measure of honest reporting, the 
October Surprise conspiracy should have 
died long ago. But like a version of the 
child's game "telephone," the story had 
taken on a life of its own, changing and ex
panding as it went from source to source. 
More and more "eyewitnesses" began emerg
ing who often appropriated elements of the 
conspiracy, swapped lies among themselves 
or were prodded by journalists, and then 
wove new tales inserting themselves as 
minor or major characters. Though Bani
Sadr has consistently claimed to have his 
own proof of the conspiracy, for his book his 
only evidence was excerpts from Brenneke's 
court statements in the Rupp hearing. An 
October Surprise cult emerged, fueled by en
trepreneurial journalists who had made the 
allegations into a lucrative cottage industry. 
PBS's "Frontline" documentary, for exam
ple, cost about $200,000 to $250,000 to produce, 
paid partially by taxpayer funds. 

"Frontline" touted Brenneke's acquittal 
on perjury charges, declaring that "the gov
ernment tried and failed to prove that Wil
liam Casey was not in Paris." "Frontline" 
and Sick did not tell the public about 
Brenneke's numerous misstatements, dis
crepancies, and prevarications, which cast 
doubt on the credibility of the entire October 
Surprise scenario. On "Frontline" Brenneke 
said again that Gregg and Casey traveled se
cretly to Paris in October 1980. (Allen has 
produced a videotape of his October 19 ap
pearance on "Meet the Press," so his name 
did not come up this time.) But Brenneke 
changed his story once again. In September 
1988 he testified that he did not play a role in 
the transfer of $40 million in weapons to 
Iran: on "Frontline" he said that he was in
structed by Casey at the meeting to launder 
the $40 million through a Mexican bank and 
that he did so. 

Rather than rely exclusively on Brenneke, 
Sick and "Frontline" featured new sources 
who they said "confirmed" each other's ac
counts. These included Hoshang Lavi, Ari 
Ben-Menashe, and Jamshid Hashemi. Lavi, 
an Iranian-born arms dealer, claimed he was 
the unidentified Iranian emissary who met 
with Allen, McFarlane, and Silberman in 
Washington in early October 1980 at the 
L'Enfant Plaza Hotel. "Frontline" quoted 
Lavi as saying that he witnessed Khomeini's 
representatives being allowed to enter NATO 

bases in Europe and "pick whatever they 
want" for shipment back to Iran. 

What "Frontline" and Sick did not reveal 
was the following: (1) Lavi's claim to have 
met the three Reagan supporters has been 
denied by McFarlane, Allen, and Silberman. 
(2) The only independent record of Lavi's 
meeting with anyone in 1980 are memoranda 
from the John Anderson campaign showing 
that he approached Anderson campaign offi
cials on October 2 offering to secure the re
lease of the hostages if the United States 
would unfreeze Iranian assets and provide F-
14 spare parts. The campaign referred him to 
the State Department. (3) Lavi implied that 
he was acting on behalf of Bani-Sadr, but the 
State Department, according to 1980 depart
ment documents, found that he "had no au
thority to speak on behalf of Bani-Sadr," 
that he was a "self-appointed middleman" 
who was trying to broker a deal by going 
back to each party showing he had lined 
them up, and that "Lavi was a thoroughly 
disreputable character." (4) American and 
European defense and intelligence officials 
say it is ludicrous to believe that Iranians 
were escorted to NATO bases to play a mili
tary version of "supermarket sweep." (5) 
Since 1988, when Lavi was "discovered" by 
Honegger, he has made a series of unsubstan
tiated allegations, including that Customs 
Service agents assassinated an informant 
(Cyrus Hashemi) by pumping poison gas into 
his hospital room. 

Even more than Lavi, "Frontline" and 
Sick relied heavily on the statements of Ari 
Ben-Menashe, an October Surprise source 
who only surfaced in 1990. "Frontline" de
scribed Ben-Menasha as a "former Israeli in
telligence officer" and aired his claim to be 
"one of half a dozen Israelis sent to Paris at 
Casey's request to help coordinate arms de
liveries" to Iran. "Frontline" reported that 
Ben-Menashe "saw a man [he] believed to be 
Bush" in Paris. Sick used Ben-Menasha as 
one of his major sources in proving that the 
October Surprise happened, that Casey was a 
key participant, and that Israel shipped 
weapons as part of the "deal." 

Apparently emboldened by the acceptance 
of his allegations on "Frontline" and by 
Sick, last spring Ben-Menashe told several 
Australian newspapers and In These Times 
that he saw Bush arrive at a meeting on Oc
tober 17 or 18, 1980, at a "top-floor conference 
room" in Paris, shake hands with Mehdi 
Karrubi, a leading Iranian cleric, and "close 
the door." But none of the other "eye
witnesses" and "sources" had ever men
tioned Ben-Menashe's presence in Paris or 
that of any other Israelis, or of Mehdi 
Karrubi. Moreover, all of the reported 
sightings of Bush took place on October 19 or 
20-not on October 17 or 18. Ben-Menashe has 
also claimed that Israel shipped more than 
$82 billion in arms to Iran since 1980-more 
than thirty-five times Israel's defense im
ports and domestic weapons production! 

In an interview with In These Times last 
April, Ben-Menashe claimed that it was he
not Lavi-who met to discuss the hostages in 
early October at the L'Enfant Plaza Hotel 
with Allen, McFarlane, and Silberman. 

Without providing any evidence-despite 
repeated promises to reporters and to con
gressional officials to hand over "docu
ments"-Ben-Menashe has belatedly become 
a key insider on other topical issues. He has 
claimed to have detailed inside knowledge of 
the Inslaw case. He said that he met many 
times with Robert Gates in Chile and the 
United States, and even that he transferred 
a suitcase containing $16 million to Gates at 
one point. (The CIA and the National Secu-
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rity Council provided documents to the Sen
ate Intelligence Committee showing that 
Gates was meeting elsewhere at the time of 
every meeting cited by Ben-Menashe.) Ben
Menasha has said that McFarlane was a paid 
Israeli agent since 1978, had received "mil
lions of dollars" from Israel, and was the se
cret "Mr. X" in the Jonathan Pollard spy 
case. He even says that the United States, 
through Israel, shipped "billions of dollars of 
arms" to Iraq. He has become an "expert" on 
Israel's nuclear program-despite the fact 
that he never had any connection to it. He 
has claimed that in 1981 he planted the hom
ing device at the Osirak reactor before it was 
bombed by Israeli planes, but records show 
he wasn't out of the country then. He has 
told Israelis and journalists that he was even 
offered to be head of the Massad, Israel's se
cret intelligence service, but that he de
clined. 

Sympathetic reporters uncritically portray 
Ben-Menasha as a "senior Israeli intelligence 
officer" and a "national security adviser" 
and "special emissary" to Israeli Prime Min
ister Yitzhak Shamir. In a recent interview, 
Sick said: "I am satisfied that Ben-Menashe 
knows a great deal. He has told me three or 
four things that I was able to corroborate. 
He told me he was an officer in a sigint [sig
nal intelligence) unit. I have made no at
tempt to corroborate any of his other infor
mation [beyond allegations of 1980)." Sey
mour Hersh's new book, The Samson Option, 
which describes Israel's nuclear program and 
intelligence activities, uses Ben-Menashe as 
the primary source. Hersh said in an inter
view that Ben-Menashe was in sigint, that he 
was a "key player," and that "the Israelis 
want to hurt him bad" for his leaks of high
level classified information. But Hersh didn't 
interview Ben-Menashe until April, and he 
told The New York Times that he did not go 
to Israel to investigate Ben-Menasha's alle
gations or credibility. Hersh claims, incor
rectly, that he would have been subject to Is
raeli censorship. What's more, according to 
U.S. and Israeli government documents and 
officials, Ben-Menashe was never in sigint, 
and the Israelis have never even attempted 
to initiate legal proceedings against Ben
Menasha, an act they would have obviously 
pursued if he were the source of important 
leaks. The closest access Ben-Menashe ever 
had to intelligence was his work as a low
level translator for the Israel Defense Forces 
External Relations Department from 1977 
through 1987. Contrary to Hersh's assertion 
that the department is one of th9 most sen
sitive branches of military intelligence, it is 
in fact, compared with other branches, one of 
the most insignificant. 

Ben-Menasha's responsibilities included 
translating letters and reports between the 
Israeli military and foreign military 
attaches. They did not include any trans
lations of cables, though Israeli officials ac
knowledge that he did have access to mini
mally classified information, including are
port in 1986 prepared for the United States 
discussing Israel's request to replenish weap
ons that it supplied to Iran as part of the 
Iran-contra operation. This alerted him to 
Israeli involvement in the affair, and to 
Iran's desperate search for weapons. 

Like others before him, Ben Menasha's re
call of the October Surprise came about be
latedly-after he was arrested in 1989, im
prisoned for a year, tried, and ultimately ac
quitted in 1990 on charges of illegally trying 
to export planes to Iran. According to his 
own letter of resignation, he left in 1987 be
cause he had not received a promotion in 
many years. (Ben-Menashe has told reporters 

that he was fired for leaking a covert oper
ation.) His personnel file notes that he was 
denied a special security clearance at one 
point because he was considered "delu
sional." It also says that he had begun try
ing to peddle weapons in scams in Chile 
(where he impersonated an Israeli embassy 
official), Singapore, and Sri Lanka (where he 
impersonated a Hebrew University profes
sor). Since 1987 he has periodically charged 
foreigners with being Mossad agents, with
out any evidence. The most recent and noto
rious of these claims, which appears in 
Hersh's new book, it against media giant 
Robert Maxwell, who has sued. 

In 1989 Ben-Menashe was arrested in Cali
fornia along with two Americans. A U.S. 
Customs agent, posing as a buyer for Iran, 
tape-recorded some of the conversations in 
which the men offered to ship the military 
transport planes to Iran, using a false end
user certificate, for $12 million apiece. Ben
Menasha was going to obtain the transport 
planes from Israel. The trial of Ben-Menashe 
and one of the Americans was held in 1990 in 
New York (the other was tried in California); 
Ben-Menashe was eventually acquitted. Most 
of the evidence that the prosecution intro
duced was directed against his co-defendant, 
and the evidence submitted against Ben
Menasha was insufficient to convict him. 

Yet the court records and information pro
vided by prosecutors show how wildly incon
sistent Ben-Menashe's story has been. In 1988 
he told a Time reporter that he was involved 
in a "secret operation" to free American 
hostages in Lebanon by arranging the sale of 
planes to Iran through Israel. But a short 
while later Ben-Menashe told a U.S. Customs 
undercover agent that since 1987 he had been 
"self-employed as a journalist and a trans
lator and a political writer doing a lot of 
traveling * * * [and] that he had no ties 
with the Ministry of Defense." the under
cover agent also testified that Ben-Menashe 
revealed to him that he was trying to obtain 
planes from Israel to be sold to an arms 
buyer. At pretrial, however, Ben-Menashe 
told attorneys that he became involved in 
plane sales to Iran because he wanted to ex
pose Israel's covert operations. Ben-Menasha 
said he was acting as an "undercover jour
nalist gathering information for a book" to 
"expose the ugly role of Israel and the Unit
ed States in weapons sales." 

During and after the trial, Ben-Menashe 
contends that he was one of the leading in
telligence agents in Israel: Ben-Menasha's 
lawyer told the court that only three people 
in Israel were "privy to what was going on 
with lran-contra"-Shamir, Israeli 
counterterrorism official Amiram Nir, and 
Ben-Menashe. Ben-Menashe claimed that 
Shamir dispatched him personally to carry 
out an operation to investigate who was try
ing to sell planes to Iran. According to sworn 
affidavits, Israeli officials in the office of the 
prime minister, including Shamir himself, 
never heard of Ben-Menashe. 

Despite his brazen claims of being a "sen
ior intelligence officer," Ben-Menashe went 
to extraordinary lengths to prevent the pros
ecution from obtaining his personnel 
records. He refused to sign a waiver authoriz
ing the Israeli government to release his 
records to the U.S. court, telling his lawyers 
and the prosecutor that to do so would con
stitute a violation of the "Official Secrets 
Act in Israel," punishable "by death." In 
fact, there is no such thing as an "Official 
Secrets Act" in Israel, and there is no death 
penalty for releasing classified information
nor for that matter has Israel ever invoked 
its death penalty, with the notable exception 

of the execution of Adolf Eichmann. The 
judge compelled Ben-Menashe to sign the 
waiver. The records were then produced, 
which showed he was just a translator. 

As a final defense, Ben-Menasha supporters 
claim that he must be credible because he 
knew of the Israel arms sales to Iran before 
they became public. But Israeli officials note 
that this knowledge can be explained both by 
his work translating letters to the United 
States in 1986 and by the fact that rumors of 
Israeli arms sales to Iran had circulated rou
tinely throughout the Israeli Ministry of De
fense. Ben-Menashe supporters also cite the 
numerous trips abroad he made from 1980 
through 1987, evidence, they claim, that he 
was a secret agent. Yet his trips were on 
non-paid leave, and were recorded in his ci
vilian passport. He never possessed a diplo
matic passport as he claimed. 

The last "new" primary source used by 
"Front-line" and Sick was Jamshid 
Hashemi, an Iranian middleman. His account 
added a new dimension to the October Sur
prise: he claimed that, in addition to the 
meetings in Paris in October 1980, there were 
earlier meetings in July and August of 1980, 
which Casey attended and at which the 
"deal" was actually made to delay release of 
the hostages. 

In interviews on "Frontline" and with 
Sick, Jamshid said that in July 1980 he and 
his brother Cyrus (who died in 1986) met se
cretly in Madrid with Casey, a "senior CIA 
officer," and Iranian cleric Mehdi Karrubi. 
Jamshid said that Casey urged that "the Ira
nians hold the hostages until after the elec
tion," and that he, Cyrus, and Karrubi at
tended a second meeting with Casey in Au
gust in Madrid, where "Karrubi expressed ac
ceptance . . . the hostages would be released 
after Carter's defeat." In his op-ed piece, 
Sick accepted uncritically Jamshid's claims 
that he and his brother helped put the final 
touches on an agreement between Casey and 
Iran that weapons would be supplied if Iran 
delayed the release of the hostages. 

Missing from Sick's and "Frontline's" re
counting are revelations of Cyrus's and 
Jamshid's backgrounds that show their 
credibility problems to be even worse than 
those of Brenneke and Ben-Menashe. 

Cyrus Hashemi was a typical Iranian mid
dleman, trying to marry up business deals 
between Iran and other countries by inflat
ing his importance to each side. According to 
declassified CIA documents and American in
telligence officials, in early 1980 he offered 
his services to the Carter administration in 
getting the hostages released in return for 
spare parts for Iran. His lawyer, former At
torney General Elliot Richardson, put him in 
touch with the State Department. During 
the abortive attempt to free the hostages in 
April 1980, Cyrus offered to organize assist
ance from supporters in Tehran. The State 
Department even supplied him with funds, 
through the CIA, to assist him. But Cyrus 
failed to demonstrate that he had any con
nections in Tehran, and the CIA concluded 
that "his offers were part of a scam." All 
contact was dropped with Cyrus. 

Cyrus was only one of several self-anointed 
Iranian intermediaries who purported to 
speak for Iran in dangling the freedom of the 
hostages in exchange for military weapons. 
Sick himself observed as much several years 
ago, in a chapter for the 1985 Council of For
eign Relations Anthology American Hos
tages in Iran: The Conduct of a Crisis: 
"Throughout the late summer and fall of 
1980, the Carter administration had been ap
proached by private individuals claiming to 
speak for Iranian authorities ... the evidence 
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strongly suggested that these were private 
entrepreneurs who saw the possibility of 
some lucrative business for themselves." 

In mid-1984 Cyrus, Jamshid, and a third 
brother, Reza, were indicted for their illegal 
efforts from October 21, 1980, through No
vember 1981 to ship tens of millions of dol
lars of m111tary equipment to Iran. After 
learning about the Hashemis' secret contacts 
with Iranian arms procurement officials in 
September 1980, FBI agents wiretapped 
Cyrus's office and temporary apartment in 
Manhattan. According to a transcript of one 
conversation on October 21, 1980, Cyrus and 
several Americans discussed plans to fulfill a 
request from Iranian officials for Cyrus (who 
had told them that he could obtain badly 
needed weapons) to arrange the exporting of 
arms. In the conversations Cyrus admitted 
that the project was illegal and suggested 
various ways of avoiding detection. That was 
the day after Brenneke had said Cyrus was in 
Paris meeting with Casey. In a subsequent 
interview with ABC's "Nightline," Jamshid 
made another startling claim; that starting 
up in August 1980, after the deal" was con
cluded with Casey, tens of millions of dollars 
of American-made weapons were shipped by 
boat to Iran from Israel. No evidence exists 
to support the claim, but if it is true, why 
would the Hashemis have worked so fever
ishly to obtain weapons in October through 
what they knew were illegal means? 

Reza pleaded guilty, but Cyrus and 
Jamshid fled to Europe to avoid arrest. 
Cyrus retained several lawyers, including 
Richardson, who asked Casey. unsuccess
fully, for special dispensation for his client 
in light of his earlier "assistance" to the 
United States in 1980, referring to his secret 
work with the State Department. When that 
failed, Cyrus attempted, again unsuccess
fully. to negotiate for charges against him to 
be dropped in return for his cooperation in 
interceding with Iranian officials to secure 
the release of the hostages in Lebanon. 
Throughout this period neither Cyrus nor 
Reza nor Jamshid ever revealed to their at
torneys or to U.S. government officials their 
alleged secret meetings with Casey in 1980. Is 
it conceivable that these men, who were des
perate to g<~t the charges against them 
dropped and were threatening, according to 
memorandums of conversations between Jus
tice and CIA vfficials at the time, to reveal 
anything they knew, would not have threat
ened to disclose the most damaging informa
tion they possessed-a secret deal between 
Casey and Iran in 1980? 

According to court records, in 1985 Cyrus, 
still a fugitive from justice, became involved 
with a group of international arms dealers, 
including Americans and Israelis, trying to 
sell arms to Iran. Cyrus then asked his attor
ney to relay to the Justice Department his 
offer to serve as an informant in the arms 
transaction in return for dropping the 
charges. The U.S. government agreed only to 
be "lenient" with Cyrus. He accepted. Soon 
thereafter the Customs agents, as part of a 
giant sting operation, began working with 
Cyrus overseas and in the United States to 
record secretly his conversations with the 
arms dealers. 

Cyrus died on July 21, 1986, in London. A 
coroner's report attributed his death to a 
virulent strain of leukemia, which had been 
diagnosed only days before. A U.S. Customs 
Service agent attended the autopsy and con
curred in its conclusions. Nevertheless, 
Hashemi's supporters. including attorney 
William Kunstler (who represents one of the 
arms dealers) and "Frontline's" Parry have 
stated that his death was "mysterious," that 

Cyrus was murdered to shut him up about 
what he knew about the October Surprise, 
and that the U.S. government has covered up 
his murder. Kunstler, who says that "there 
are suspicious needle pricks on both elbows" 
about the case, points out the The Village 
Voice is seriously considering paying for an 
exhumation. If anyone had an incentive to 
kill Cyrus, however, it was the arms dealers. 
After all, it was Cyrus's death that forced 
the government to drop its case against 
these men. 

On July 20, after Sick and "Frontline" had 
aired Jamshid's charges, ABC's "Nightline" 
picked up on them. In an off-camera inter
view Jamshid described the meetings in Ma
drid at which the deal was allegedly ar
ranged. At the first of them, which he said 
covered two consecutive days in "late July," 
Casey and two unidentified Americans first 
proposed the deal to Mehdi Karrubi, a "close 
associate" of Khomeini. The Hashemis alleg
edly served as interpreters. According to 
Jamshid, the parties met in Madrid again 
two weeks later, when Karrubi conveyed 
khomeini's approved of Casey's offer. 
"Nightline" and The Financial Times of 
London investigated Jamshid's charges and 
claimed to have found evidence that corrobo
rated the story. 

Among the "evidence" was the fact that 
hotel records indicate a Jamshid Halaj and 
an A. Hashemi checked into the Madrid 
Plaza in late July, and an Ali Balnean in Au
gust. These names allegedly confirmed 
Jamshid's recollection that he and his broth
er often used aliases. Jamshid even furnished 
"Nightline" with a business card using the 
name Ali Balnean. ("Nightline" also said 
that the name Robert Gray was in the hotel 
records. Robert Gray is a Washington public 
relations executive who served as Casey's top 
deputy in the 1980 campaign. He supplied 
"Nightline" with his passport, which indi
cated that he had not left the country in 
July or August 1980.) Even if one were to be-
11eve that the records were not altered with 
the Hashemis running around the globe at
tempting to broker arms deals it would hard
ly be surprising that they had been in Ma
drid during the tie Jamshid is talking about. 
Casey, however, was not. 

"Nightline" said that Hashemi's accounts 
of the meetings were supported by the fact 
that William Casey was unaccounted for in 
the public record between August 8 and Au
gust 13, as well as July 27 to July 29. It is 
true that Casey was absent from the public 
record for a week in August, but it is surely 
more likely that he was busy with the 
Reagan campaign than flying off to Madrid. 
"Nightline" offered more "evidence" in sup
port of the July absence: an unrelated article 
from The New York Times on July 30, 1980, 
about the complaints of a right-to-life group 
over Bush's selection as vice president, 
quoting a Reagan spokesman as saying 
Casey would deal with the group, "when he 
returns [today) from his trip abroad . (In a 
side note, "Nightline" did report that 
Jamshid Hashemi said Bush did not attend 
the alleged October Paris meetings as 
claimed by a number of others.) 

However, "Nightline" had failed to find 
out that Casey was not in Madrid, but in 
London, at the Anglo-American Conference 
on the Second World War. So at the end of an 
unrelated show a week later, having been 
contacted by some of those who had attended 
the conference with Casey, "Nightline" pro
vided a brief update on their previous report. 
They said that it has been confirmed that 
Casey had presented a paper on special oper
ations in France during World War TI on the 

morning of July 29, and showed a picture of 
Casey with some others taken at a reception 
on the evening of July 28. Ted Koppel said 
this would leave July 27 and early on July 28 
for Casey to have met in Madrid (it is a nine
ty-minute flight from Madrid to London). 

But "Nightline" was wrong again. Jona
than Chadwick, the secretary of the British 
planning committee for the conference, 
showed us documents from the conference, 
which chart the attendance of each partici
pant at each session as well as their accom
modations. Casey is not only accounted for 
in the evening of July 28 and the morning of 
July 29, but also for the night of July 27 and 
all day, except for a brief absence, on July 
28. This makes Jamshid's story of two con
secutive days of meetings impossible. 

Not surprising, after the "Frontline" and 
Sick airing of the October Surprise, new 
"sources" emerged to tell of their dealings 
with Bush and Casey. Gunther "Russ" 
Russbacker claimed that he was the "smok
ing gun" in the October Surprise conspiracy. 
He told Marc Cooper of The Village Voice, in 
a story published this past August, that as 
instructed by his "big boss" at the CIA, he
along with "co-pilot" Richard Brenneke
flew Bush and Gregg back and forth to Paris 
in October 1980. What's more, Russbacker 
claimed that he flew back to the United 
States in a SR-71 supersonic high altitude 
spy plane in a flight that lasted ninety min
utes. "Sitting next to me was George Bush," 
throughout the flight. 

Russbacher gave his interview to The Vil
lage Voice from prison, where he is serving a 
twenty-one-month sentence for impersonat
ing a federal officer. Yes, he too claims that 
he was framed by the CIA to shut him up. 
But he would not be silenced. And as noted 
by the Voice, Russbacher "has already be
come a sought-after guest on the radio talk 
show circuit (from a phone inside the prison) 
and his story has elicited queries from ABC 
'Nightline,' NBC, CBS, The New York Times, 
Newsday, USA Today, San Diego Union, San 
Jose Mercury News, Dallas Morning News, 
and other publications." 

The Voice revealed that Russbacher had a 
lengthy relationship with federal authori
ties, going back to 1965 when he was arrested 
for impersonating a U.S. marshal, to his 
army desertion in 1967. his false claim that 
he was an Army major, and his escape from 
prison in 1975. In 1987 he pleaded guilty to se
curities fraud. 

For believers in the October Surprise, no 
doubt there are other "sources" out there, 
waiting to provide their own testimony. Yet 
the story has finally begun to unravel-and 
at least one star witness seems to have 
caught himself in his own web of lies. The 
Voice, which had been a proponent of the 
conspiracy. published a piece in September 
declaring that Brenneke "was nowhere near 
the alleged conspirators' meetings in Madrid 
and Paris in 1980, where he claims he helped 
Republican big-wigs negotiate a secret hos
tage deal behind Jimmy Carter's back." The 
author, Frank Snepp, had obtained 
Brenneke's diaries and credit card receipts, 
which showed that between 1980 and 1982 
Brenneke "was never away from his favorite 
Portland restaurants and shopping malls for 
more than a few days at a time"-despite his 
sworn testimony that he personally flew 
planeloads of arms to Iran for "four to five 
weeks at a time" and his claim to have met 
with Bush, Gregg, and Iranian 
intermediaries during the same period. 

Brenneke had originally given his financial 
documents to a writer named Peggy Adler 
Robohm after she signed a contract with 
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Brenneke and his agent last year to write his 
story. Initially an ardent believer in 
Brenneke, after scrutinizing his personal 
records Robohm found credit card bills and 
personal calendar notations that showed in
disputably that he had lied, and she volun
teered her information to Snepp. Snepp, who 
had reported Brenneke's allegations as 
truthful for ABC News for several years, now 
admits that his "apparent October Surprise 
fabrications undercut the credibility of ev
erything he touched." He also concedes that 
Brenneke's own letters "trace the evolution 
of his public allegations, showing how tips 
from journalists and other sources prompted 
him to change this or that date, or modify a 
particular story line." 

Still, cospiratorialists are not easily dis
suaded. Although Snepp no longer believes 
that Bush or Gregg went to Paris in October 
1980, he believes that Casey met with Iranian 
officials in Madrid in July 1980 to negotiate 
a secret deal with the Iranians. As for 
Brenneke, Snepp questions whether he was 
deliberately planted to "sidetrack and sabo
tage the investigation." Nevertheless, it is 
important to note that despite the irref
utable evidence that Brenneke never partici
pated in any meetings, none of the other key 
sources has ever disassociated himself from 
Brenneke. 

Meanwhile, with Brenneke largely discred
ited, Ben-Menashe has emerged as the main 
source. The October issue of Esquire features 
an article by Craig Unger that rehashes 
many of the earlier allegations and Ben
Menasha's most fantastic stories about the 
conspiracy. Not to be outdone, Newsweek 
has hired Unger to be a special consultant to 
help promote its own October Surprise inves
tigation, although it recently published a 
piece raising serious questions about Ben
Menasha's credibility. 

Bani-Sadr himself seems to be tripping 
over misstatements he has made over the 
past several years. In an interview with The 
New Republic in September 1991 at his home 
in Versailles, he recanted key allegations. 
Asked whether he still affirmed his charge in 
Playboy that Bush led the American side in 
secret Paris meetings with the Iranians and 
at least three arms dealers whom he also 
named, Bani-Sadr said, "No, that informa
tion had been given to me. So I gave the in
formation so that it could be checked to see 
if they were there. For me, their presence 
does not matter. I have never guaranteed 
that those people were really those who had 
negotiated.'' 

Pressed on his allegation in his book and 
in Playboy about Bush's presence in Paris, 
which he had said carne from "intelligence," 
Bani-Sadr now backed away: "I have always 
repeated that I wasn't sure." He went on to 
say: "As a matter of fact, I am a sociologist. 
I do not deal with names; I deal with rela
tions. And morally also I cannot really say if 
these people or other people were there be
cause I am not sure .... I received names 
from Iran and I transmitted them; some 
proved to be true through research and oth
ers did not." Still, Bani-Sadr had a novel ex
planation for why he had raised the Bush 
charge: "It is said that Bush himself and his 
entourage initiated this information so they 
could later refute it and brand it all lies." 

In the end, October Surprise believers 
point to their final fall-back argument: 
Casey was capable of doing anything. Indeed, 
Casey was capable of doing a lot of nasty 
things-as demonstrated by the Iran-contra 
disclosures. But no evidence has ever 
emerged that shows Casey at a secret meet
ing in Madrid or involved in any scheme to 
delay the release of the hostages. 

On October 20, the very day that Brenneke 
and Ben-Menashe claim that Casey was in 
Paris, campaign records show that Casey had 
an 8 a.m. appointment at the Metropolitan 
Club in Washington and that he had two 
other appointments tllat day. Moreover, 
Richard Allen's personal telephone log shows 
that Casey made a telephone call to him on 
October 20 at 7:30a.m., which Allen recalls as 
being local. 

Proponents of the October Surprise theory, 
including Sick, cite as circumstantial evi
dence of a Reagan-Khomeini deal the facts 
that promising negotiations with the Carter 
administration in the fall of 1980 were bro
ken off and that the Iranians dropped arms 
from their list of demands. Even here, how
ever, the events do not support the conclu
sion. According to all accounts of the crisis, 
far from breaking off, the negotiations con
tinued intensely through January. In Sep
tember 1980 Khomeini sent his associate 
Sadegh Tabatabai to meet with the Amer
ican negotiator, Warren Christopher, in Ger
many. "The first meetings were very promis
ing," Christopher told The Los Angeles 
Times in October 1988. Tabatabai presented a 
set of moderate demands, including a U.S. 
non-intervention commitment, the 
unfreezing of Iranian assets in the United 
States, and the return of the Shah's wealth 
to Iran. In addition, Tabatabai asked for the 
delivery of some $350 million in arms and 
other military equipment that the Shah had 
purchased. Although Sick and other 
conspiratorialists remain surprised at the 
dropping of this demand, Christopher, who 
should know, notes: "I discouraged it, and it 
never came back. . . . " As he explained to 
The Los Angeles Times, "The issue of arms 
stayed on the table only briefly, I think they 
were just testing us." 

In September 1980 Iraq invaded Iran. The 
Iraqi invasion preoccupied the Iranians, in
terrupting the negotiations. It was not until 
November 2, after they had stabilized the 
front, that the Iranians were able to return 
to the negotiating table. It was too late to 
reach a deal before the November 4 election. 
Both Christopher and Lloyd Cutler, counsel 
to President Carter, accept this explanation. 
As Christopher said: "It is an interesting 
question why the promising meetings we had 
in September ended so abruptly .... But I've 
always felt that the outbreak of the war 
seemed a sufficient explanation." In an op-ed 
piece in The New York Times, Cutler wrote 
that it was not until later in the fall that 
Hashemi Rafsanjani consolidated power, and 
any earlier deal would have made him vul
nerable to attack from the more radical, 
anti-U.S. mullahs, including Bani-Sadr, who 
opposed the January deal with Carter as 
being too favorable to the United States. It 
was for this reason also that the Iranians re
jected an October 11 offer from President 
Carter to provide, in exchange for the release 
of hostages, $150 million in arms that had 
been purchased by the Shah but held in the 
United States after the revolution. The re
lease was in fact delayed, but it was done so 
unilaterally by the Iranians for their own 
motives-not least their enmity for Carter. 

One of Sick's and "Frontline" 's major 
claims is that Israel served as a conduit for 
weapons immediately after release of the 
hostages. Yet none of their sources even re
motely agrees on what arms were allegedly 
traded as a result of a deal, or how they were 
traded. Ben-Menashe's assertion that Israel 
sold $82 billion in arms to Iran over six 
years, mostly transported by plane, is con
tradicted by Jamshid Hashemi's statement 
that his brother arranged for the shipment of 

$150 million in arms by boat in four round 
trips from Israel to Iran between August 1980 
and January 1981. Houshang Lavi declared 
that he witnessed Iranian officials select 
arms on NATO bases in 1981, and Richard 
Brenneke claimed that he laundered $40 mil
lion to Iran for arms purchases. And Bani
Sadr can't even get his own story straight. 
In In These Times he said that Iran received 
between $50 million and $100 million in arms 
during his administration. In his book and in 
our interview, however, Bani-Sadr denied 
that any large arms shipments were received 
when he was president, and that those prom
ised as a result of the 1980 "deal" are con
tinuing today. 

Israel did in fact deliver arms, most prob
ably with Reagan administration approval, 
in February 1981. However, State Depart
ment documents and interviews with Israeli 
and U.S. intelligence officials show that the 
amount was no more than $70 million. More
over, the shipments were anything but an 
aberration. They were the resumption of 
what had been Israeli policy toward Iran 
prior to the crisis and the arms embargo, a 
policy that had often diverged from Amer
ican interests. Israel had even continued 
some shipments during the embargo, but 
when Prime Minister Begin retroactively 
asked President Carter for his approval, 
Carter angrily refused, and no more equip
ment was traded. Shipments were resumed 
only after Carter himself, as part of a final 
agreement before he left office, lifted most 
sanctions on Iran on January 19, 1981. 

Meanwhile, Sick has plunged even further 
into the depths of conspiracy. Several jour
nalists say that earlier this year he told 
them that Gates was part of the October Sur
prise in 1980, and that the Senate Intel
ligence Committee chairman, David Boren, 
would not investigate because he was being 
"blackmailed" by the White House, which 
threatened to leak derogatory allegations 
about his personal life. According to Sick: "I 
never said I had personal knowledge of that. 
It was being told to me by other journal
ists." As for the bigger story, Sick says: 
"The whole October Surprise was a profes
sionally managed covert action, and I'm 
frankly surprised that I have as much evi
dence as I do.'' 

Sick's stubborn perpetuation of the story 
is all the more surprising given the scorn 
with which he greeted the Republicans' alle
gations in 1980 that Carter was planning an 
"October Surprise" to win the election. Six 
years ago, writing in the Council of Foreign 
Relations anthology, he declared: "In the 
last few months before the presidential elec
tions, there were spurious reports that the 
Carter administration was planning a spec
tacular military operation against Iran. This 
so-called 'October Surprise' allegedly would 
be intended to win votes for the president. 
The story was a total fabrication. It was 
promptly denied by the White House, and a 
number of responsible newspapers refused to 
print it. Nevertheless, the story received 
widespread attention and soon developed a 
life of its own." 

[From Newsweek, Nov. 11, 1991] 
MAKING OF A MYTH 

It is a story that will not die-a dark tale 
of conspiracy and political intrigue that, if 
true, would constitute something like an ac
cusation of treason against George Bush, the 
late William Casey and other members of 
Ronald Reagan's 1980 presidential campaign. 
Briefly put, the "October Surprise" theory 
holds that Bush or Casey-or possibly Bush 
and Casey-cut a secret deal with Iran in the 
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summer or fall of 1980 to delay the release of 
52 U.S. hostages until after the November 
elections. Their objective, or so the theory 
holds, was to deny Jimmy Carter whatever 
political advantage the hostages' last
minute release might create-or, in short, to 
swing the 1980 election toward Reagan and 
Bush. 

The October Surprise theory has been 
kicking around for the past 11 years, and it 
has become a mother lode for conspiracy 
junkies of all political persuasions. It got its 
biggest boost early this year when Gary 
Sick, a former member of Jimmy Carter's 
National Security Council staff, wrote an ar
ticle on the op-ed page of The New York 
Times asserting his belief that it could have 
happened. Sick, who has already written a 
much-praised book ("All Fall Down") about 
the Iran hostage crisis, is about to publish a 
second book laying out his case for the Octo
ber Surprise. The new book, to be published 
this week by Random House, is entitled "Oc
tober Surprise." The Senate Foreign Rela
tions Committee, meanwhile, voted last 
week to launch an investigation of the Octo
ber Surprise theory, and the House Rules 
Committee is scheduled to vote this week 
whether or not to launch a separate inves
tigation headed by Rep. Lee Hamilton of In
diana. So, true or not, the October Surprise 
is about to become yet another exhibit in the 
Beltway's chamber of Alleged Political Hor
rors-to escalate, along with the BCCI scan
dal, the Iran-contra affair and the savings 
and loan crisis, from cocktail-party gossip to 
subpoenas, sworn testimony and endless dis
putes among lawyers, investigators and wit
nesses. 

Like all good conspiracy theories, this one 
forces all who would deny it to prove a nega
tive-to prove that something did not hap
pen. As any logician can testify, proving a 
negative is ultimately impossible. Equally 
disturbing, the October Surprise theory has 
now become complicated and so hideously 
detailed that no reasonable person can say 
with absolute certainty that there was no 
conspiracy and no deal. But Newsweek has 
found, after a long investigation including 
interviews with government officials and 
other knowledgeable sources around the 
world, that tho. key claims of the purported 
eyewitnesses and accusers simply do not 
hold up. What the evidence does show is the 
murky history of a conspiracy theory run 
wild. 

GOING MAINSTREAM: A STORY IS BORN 

Washington in the fall of 1980 was, like the 
rest of the United States, obsessed with the 
U.S. Embassy hostages in Iran. It was a na
tional crisis: Public officials, the voters and 
the news media were grasping at every 
rumor. Jimmy Carter, then running for a 
second term, was almost completely pre
occupied by obscure events half the world 
away; so was the Reagan campaign. In April, 
the Carter administration launched a des
perate military gamble to extract the hos
tages from captivity, and failed, miserably, 
in the smoking wreckage at Desert One. The 
campaign proceeded: Carter turned back Ed
ward Kennedy's challenge in the Democratic 
primaries, and Reagan dispatched George 
Bush. The hostage crisis, seemingly at an 
impasse, continued to simmer amid the hul
labaloo of an election campaign. The elec
tion came and went, with Carter's landslide 
defeat-and in December, with the hostages 
still held in Iran, rumors of some sort of 
backstage contract between the Republican 
campaign and the Iranian government first 
appeared in print. 

The outlet was hardly prestigious: the Ex
ecutive Intelligence Review, a periodical 

published by followers of right-wing political 
extremist Lyndon LaRouche. On Dec. 2, 1980, 
EIR ran a story alleging that former sec
retary of state Henry Kissinger, a target for 
LaRouche followers, "held a series of secret 
meetings during the week of Nov. 12 in Paris 
with representatives of Ayatollah Beheshti, 
leader of the fundamentalist clergy in Iran." 
This was attributed to "Iranian sources" in 
Paris. The article continued: "Top level in
telligence sources in Reagan's inner circle 
confirmed Kissinger's unreported talks with 
the Iranian mullahs, but stressed that the 
Kissinger initiative was totally unauthorized 
by the president-elect. 'If you know any way 
of controlling that man,' said one Reagan in
sider, 'please let me know'." (Kissinger said 
the EIR report was "totally untrue.") 

The story said that this meeting was the 
climax of a prior liaison: "* * * it appears 
that the pattern of cooperation between the 
Khomeini people and circles nominally in 
Reagan's camp began approximately six to 
eight weeks ago, at the height of President 
Carter's efforts to secure an arms-for-hos
tage deal with Teheran. Carter's failure to 
secure the deal, which a number of observers 
believe cost him the Nov. 4 election, appar
ently resulted from an intervention in Tehe
ran by pro-Reagan British intelligence cir
cles and the Kissinger faction." 

EIR said that its source "stressed" that 
those involved in this effort "did not have 
the approval of Ronald Reagan himself." 
Fast-forward to 1983, when the LaRoucheans 
returned to the story. An article in the Sept. 
2 issue of their journal New Solidarity gave 
more detail. "During the pre-election period, 
Carter and his crowd were frantically trying 
to negotiate a deal based on arms and 
spareparts shipments, which Iran des
perately needed after the outbreak of war 
with Iraq on Sept. 22 ***The deal * * *fell 
through when the hard-line mullahs boy
cotted the Majlis in late October. Ayatollah 
Beheshti-known as the most pro-Soviet of 
the mullahs-was the key mover behind 
this." 

When the story got its next boost-in an 
April 1987 article in The Miami Herald-it 
was from former Iranian president 
Abolhassan Bani Sadr, by now in exile in 
Paris. Bani Sadr "said he learned after the 
hostage release that two of the Ayatollah 
Ruhollah Khomeini 's advisers had been in
volved in negotiations with the Reagan 
camp. The negotiations were to delay release 
of the hostages until after Reagan became 
president * * * The former president identi
~ied the two as Hashemi Rafsanjani [now 
himself Iran's president] and Mohammed 
Beheshti." Bani Sadr said he had asked both 
men about this. "They laughed,' he said. 
"They didn't say no'." 

The Herald's story didn't get much play. 
But when Bani Sadr next spoke, to Flora 
Lewis of The New York Times in August 
1987, the story grew. With The New York 
Times, Bani Sadr was more specific than he 
had been with The Miami Herald. He said ne
gotiations with the Carter administration 
had been going well. "But then in October, 
everything suddenly stopped. My aides found 
out it was because the group in charge of the 
hostage policy, Rafsanjani, Mohammed 
Beheshti and Khomeini's son, did not want 
Carter to win the election. There was a 
meeting in Paris between a representative of 
Beheshti and a representative of the Reagan 
campaign." These and subsequent events, 
Lewis wrote, "confirm for him persistent ru
mors that the Reagan campaign offered arms 
if the hostages were not released until after 
the 1980 election. * * *" The story had fi
nally made it into the mainstream. 

The timing was propitious-high summer, 
so to speak, for conspiracy buffs. The reason 
was the Iran-contra scandal, which proved 
that the Reagan administration had indeed 
engaged in secret dealings with Iran. Al
though the exact starting point of those se
cret negotiations remains obscure to this 
day, it seems clear that the roots of Iran
contra run deeper than anyone has been able 
to document publicly. The Reagan White 
House, it seems clear, was obsessed by Iran 
during the early 1980s. Iran-contra also 
showed that the administration was eager to 
engage in covert action, and that it was 
ready to lie, destroy documents and cover up 
a range of covert activities that violated the 
law. 

Contragate, in short, created fertile ground 
for the October Surprise theory. Reporting 
in November 1987, the joint investigating 
committee created by the House and Senate 
relegated the October Surprise rumors to a 
footnote. "There have been allegations that 
officials of the 1980 Reagan campaign-in 
order to prevent a pre-election announce
ment by President Carter (an 'October Sur
prise')-met with Iranian emissaries and 
agreed to ship arms to Iran in exchange for 
a post-election release of hostages," the re
port stated. "Reagan campaign aides were, 
in fact, approached by individuals who 
claimed to be Iranian emissaries about po
tential release of hostages, as were other 
campaign staffs. The committee was told 
that the approaches were rejected and found 
no credible evidence to suggest that any dis
cussions were held or arrangements reached 
on delaying release of hostages or arranging 
an early arms-for-hostages deal." 

It is likely that the October Surprise 
would have died somewhere in late 1987, ex
cept for the appearance of a group of appar
ently knowledgeable, conspiracy-minded 
"super-sources." Journalists are vulnerable 
to the lure of a super-source-another Deep 
Throat, someone who knows all and pieces 
everything together in a nice, neat package. 
In the October Surprise case, there are four 
would-be Deep Throats: Barbara Honegger, 
Richard Brenneke, Jamshid Hashemi and Ari 
Ben-Menashe. At some point each has 
claimed first-person knowledge of the con
spiracy. The stories they told overlapped in 
broad outline-and in some cases, they com
pared stories, swapped details and helped 
each other become more convincing. Jour
nalists committed to the notion of the Octo
ber Surprise often acted as a conduit be
tween them. 

Barbara Honegger: Honegger was a re
searcher in Reagan's 1980 campaign and 
worked at the White House and the Justice 
Department until 1983. In summer of 1987, 
Honegger claimed that in late October 1980, 
in the Reagan campaign headquarters in the 
Washington suburb of Arlington, she had 
heard a jubilant staffer say, "We don't have 
to worry about an October Surprise. Dick 
cut a deal." Dick, presumably, was Richard 
Allen, the Reagan campaign's top foreign
policy adviser and subsequently Reagan's 
first national-security adviser. It was the 
first confirmation from inside-a bull 's-eye 
for the conspiracy theorists and the journal
ists who were following their trail. 

But there were several problems. The most 
basic was that Honegger was never able to 
identify this alleged staffer or say whether 
she had any reason to believe the staffer 
knew what he was talking about. The second 
was that Honegger, who published a book, 
"October Surprise," in 1989, herself seemed 
to have some difficulty in separating fact 
from fiction. Even Christopher Hitchins, a 
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columnist for The Nation magazine and a 
sometime proponent of the October Surprise 
theory, said her expose was "diffused and 
naive." 

Richard Brenneke: A businessman from 
Portland, Ore., Brenneke claims to have 
worked for the CIA for 18 years as a contract 
operative. He met Honegger in August 1988 in 
Washington, where she told him about her 
theories on the October Surprise. Brenneke, 
astonishingly enough, claimed he had been 
present when the deal was done. He said the 
meeting had taken place in Paris, at the 
Hotel Raphael, on Oct. 19, 1980. And 
Brenneke confirmed what Honegger already 
thought: William Casey, then Reagan's cam
paign manager and later CIA director during 
Iran-contra, had represented the Reagan
Bush campaign. Donald Gregg, then a mem
ber of Jimmy Carter's National Security 
Council staff and later a national-security 
adviser for Vice President Bush, had been 
there, too. The Iranians were two arms deal
ers, Manucher Ghorbanifar and Cyrus 
Hasehmi. 

Then, two weeks later, Bani Sadr expanded 
his previous story. In Playboy magazine, 
Bani Sadr made the most surprising charge 
so far-George Bush was also present in 
Paris. (In a scathing story on the October 
Surprise, The New Republic reported last 
week that Bani Sadr has now retracted his 
claim that Bush was present.) Brenneke said 
he, too, could confirm that Bush was in 
Paris-and he said so, under oath, in Denver 
on Sept. 23, 1988. 

Brenneke was testifying on behalf of 
Heinrich Rupp, 58, a pilot and gold dealer 
who had been convicted of bank fraud. Rupp 
was an old friend, Brenneke said, the two 
had been involved in covert ops for the CIA. 
Brenneke gave sensational testimony. He 
said he had worked for the CIA for 18 years, 
until 1985. He said that on Oct. 19, 1980, Rupp 
had flown "Mr. Bush, Mr. Casey and a num
ber of other people to Paris, France, from 
the United States for a meeting with Iranian 
representatives." Brenn eke said he had been 
directly involved in one of what he said were 
three meetings with the Iranians. He listed 
the Americans as Bush, Casey, Donald Gregg 
and Richard Allen. He said the Iranians in
cluded Hashemi Rafsanjani, who was then 
speaker of the Iranian Parliament and now 
president of Iran, and Cyrus Hashemi. 

Brenneke's testimony made news-and 
among those who read it, with mounting 
fury, was the investigator from Sen. John 
Kerry's subcommittee, Jack Blum. Blum has 
spent thousands of hours checking what 
Brenneke had told him and had begun to be
lieve that Brenneke was a fraud. The final 
proof, for Blum, came when be read 
Brenneke's assurance to the judge in Denver. 
"I will say, your honor, I have made these 
statements to Senator Kerry's committee 
and the United States Senate-again, under 
oath. * * *" Blum knew that was not true: 
Brenneke had never mentioned any involve
ment in the October Surprise. Blum pressed 
the U.S. attorney's office in Denver to file 
perjury charges, and Brenneke was indicted 
in May 1989. 

The trial, in April 1990, pitted Brenneke 
against the U.S. government-and the gov
ernment lost. Donald Gregg, now U.S. am
bassador to South Korea, testified he had not 
been in Paris on Oct. 19 or 20, 1980. Two of 
Casey's former secretaries said he had not 
been out of the country at that time. Two 
Secret Service agents said they were guard
ing Bush on the campaign trail when the 
meetings allegedly took place. A CIA records 
specialist said there was no trace that 

Brenneke had ever worked for the agency. 
But the government's case was sloppy, and 
Brenneke's lawyers played on the jury's 
doubts so skillfully that Brenneke was ac
quitted. In the process, he said he never 
meant to testify that he had actually seen 
Bush in Paris-only that he had been told 
Bush was there. 

Ari Ben-Menashe: Ben-Menashe first sur
faced as an October Surprise source in 1990, 
while he was being held in a federal prison in 
New York City on charges of attempting to 
sell U.S.-made military transport planes to 
Iran. Tried in October, he was acquitted 
after maintaining he had the secret approval 
of both the Bush administration and the Is
raeli government. Although Israeli officials 
deny it, Ben-Menashe claims he was an Is
raeli intelligence agent and an adviser to 
Prime Minister Yitzhak Shamir. 

Like Richard Brenneke, Ben-Menashe has 
been interviewed many times by journalists 
looking into the October Surprise (News
week, Nov. 4). Ben-Menashe says he, too, was 
in Paris on Oct. 19-20, 1980, as a member of a 
six-person Israeli team that helped set up 
the meeting. He says he saw Bush and Casey 
there, and that they were accompanied by 
Robert Gates, who is now George Bush's 
nominee as CIA director. He says the Iranian 
delegation was led by the Ayatollah Mehdi 
Karrubi, not Cyrus Hashemi and Manucher 
Ghorbanifar. He told Newsweek that the 
meeting took place at the Hotel Ritz, not the 
Raphael or Crillon as Richard Brenneke 
claims; he also told another investigator, Is
raeli author Shmuel Segev, that the meeting 
was held at the Hotel George V. ABC News 
gave Ben-Menashe a lie-detector test in No
vember 1990; according to Christopher Isham, 
an ABC producer, Ben-Menashe failed it. 

Jamshid Hashemi: Jamshid Hashemi is a 
younger brother of Cyrus Hashemi, an Ira
nian arms dealer who died in London in 1986. 
Jamshid has been a source for ABC News and 
for "Frontline," the PBS documentary pro
gram. He claims that he, his brother Cyrus 
and Karrubi met William Casey in a hotel in 
Madrid in July 1980, to begin negotiating a 
secret deal with the Reagan-Bush campaign. 
There is at least some corroborating evi
dence for this claim. For one thing, knowl
edgeable officials agree that Cyrus Hashemi 
played a minor role during the hostage cri
sis-offering to help establish communica
tions between the Carter White House and 
Iranian leaders. For another, as ABC-News 
reported, the register at the Madrid Plaza 
Hotel actually shows that "A. Hashemi" and 
"Jamshid Halaj" were registered as guests at 
the time in question, late July 1980. 

MEETINGS AND MIXED MESSAGES 

There are, of course, myriad further details 
to these shifting and mutually contradictory 
allegations. But the essentials are clear. 
There were two sets of meetings, the first be
tween Karrubi, the Hashemi brothers and 
William Casey in Madrid, and the other in 
Paris in October. The second meeting in
volved either Casey and Gregg-or Casey, 
Bush and Gates-on the American side. On 
the Iranian side, depending on which "wit
ness" is believed, it involved either Cyrus 
Hashemi and Manucher Ghorbanifar or the 
Ayatollah Karrubi. Bush, Gates and Gregg 
have all denied that they were in Paris on 
those dates, and that they ever tried to ar
range a deal with any Iranian leaders. Casey 
is of course dead. So is Cyrus Hashemi. Aya
tollah Karrubi has denied ever visiting Ma
drid. 

A team of Newsweek correspondents has 
spent much of the past eight weeks exploring 
the evidence for these allegations. The News
week team believes that: 

Casey did not go to Madrid. Jamshid 
Hashemi told his story at length to PBS's 
"Frontline" series in April and to ABC's 
"Nightline" in June. He would not appear on 
camera for either program, and he did not 
reply to Newsweek's requests for an inter
view. He alleges that in March or April 1980, 
Casey made contact with Cyrus and himself 
while the pair were on a visit to Washington. 
Casey, he says, wanted to establish contact 
with an Iranian who was close to Ayatollah 
Khomeini. The brothers agreed to act as go
betweens. The meeting took time to set up, 
but in July, Cyrus asked Jamshid to bring 
the Ayatollah Karrubi from Teheran to Ma
drid to meet with Casey. According to 
Jamshid, Mehdi Karrubi arrived with his 
brother Hassan. 

They talked with Casey over two consecu
tive days, Jamshid says-two morning ses
sions of some three hours apiece. Then in 
August, Jamshid says, there was a second 
meeting between Casey and Karrubi, also in 
Madrid. After an exhaustive search of press 
reports, of Casey's diaries and of the diaries 
of his colleagues, ABC's "Nightline" re
ported that there was a three-day window
July 27, 28 and 29-during which Casey's 
whereabouts were unknown. On the 30th, 
ABC reported, Casey was being interviewed 
by an ABC correspondent at Reagan cam
paign headquarters and dined that night 
with Bush in Washington. 

But Casey's whereabouts during the July 
"window" are convincingly established by 
contemporary records at the Imperial War 
Museum in London. Casey, it turns out, took 
a three-day breather from the campaign to 
participate in the Anglo-American Con
ference on the History of the Second World 
War. As a veteran of the Office of Strategic 
Services-the forerunner of the CIA-Casey 
delivered a paper on OSS operations in Eu
rope during the war. He went to a reception 
for conference participants on the evening of 
July 28, and he was photographed there. He 
delivered his paper on the morning of July 
29. 

ABC News acknowledged these facts in an 
update later in June-but still maintained 
that Casey had enough time on July 27 and 
28 to fly to Madrid to meet with the Ira
nians. A close examination of the conference 
records by Newsweek, however, dem
onstrates that Casey in fact was present at 
the conference sessions in London on July 28. 
Historian Jonathan Chadwick, who orga
nized the conference, kept a precise, day-by
day and session-by-session record of who was 
present and who was not. According to 
Chadwick's records, Casey was present at 
9:30 a.m. on the 28th, stayed for the second 
morning session, leaving after lunch and re
turning at 4 p.m. He was also present, of 
course, on the 29th, when he delivered his 
paper. "I was very excited that such a big 
man was coming, but it turned out to be a 
disappointment," Chadwick said. "He just 
talked it through in a very gravelly voice. 
He came over as a very tough sort." 

There are records showing where Casey 
slept and ate as well-at the Royal Army 
Medical College, close to the Imperial War 
Museum. Officials there say they have a bill 
in the name of "W. Casey" charging him for 
a room on the nights of July 27 and 28, and 
for "messing"(eating a meal) on the 28th and 
29th. There is, in short, no possibility that 
Casey could have held meetings with anyone 
on two successive days in Madrid. 

Finally, there are large questions about 
Jamshid's story. He told ABC's Ted Koppel, 
for instance, that he and Cyrus made big 
profits in the arms trade as a direct result of 
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the meeting in Madrid. But there is little 
evidence that the Hashernis had much money 
to spare. Elliott Richardson, who was Cyrus 
Hashemi's attorney in a 1984 arms-smuggling 
case, said that Cyrus seemed to be dealing in 
a "remarkably petty" quantity of arms. 

The Paris meeting did not occur. The vast 
discrepancies between Ben-Menasha's ac
count and Brenneke's account show, at the 
very least, that one of the two men is lying. 
But the weight of evidence suggests that 
both versions are false. 

Ben-Menashe has changed his story repeat
edly: did it happen at the Ritz, as he told 
Newsweek, or at the Hotel George V, as he 
told Shmuel Segev? He is also confused 
about the dates. In an interview with News
week, Ben-Menashe said he was sure it was 
Oct. 19 or Oct. 20 because it was close to the 
Jewish festival of Sukkot. Sukkot, a mov
able feast, occurred on Sept. 25 in 1980. 

There is reason to believe, meanwhile, that 
Brenneke was nowhere near Paris on Oct. 19-
20, 1980. The evidence consists of Brenneke's 
own credit-card receipts and desk diary for 
that period of time. According to a recent 
story in New York's Village Voice newspaper 
by F'rank Snepp, a former CIA agent who is 
now a freelance journalist and investigator, 
Brenneke's credit-card receipts show that he 
stayed at a motel in Seattle, Wash., from 
Oct. 17 to Oct. 19. His desk calendar, Snepp 
also reported, showed that he was home in 
Portland on Oct. 20. These records, Snepp 
said, were shown to him by Peggy Adler 
Robohrn, a writer who at first admired and 
wholly believed Brenneke's stories. Robohm 
got the records from Brenneke himself, dur
ing a short-lived collaboration on his auto
biography. Fearful of being caught in a lit
erary fraud, Robohm ended their collabora
tion last summer. 

(Brenneke did not return repeated calls 
from Newsweek. But one of his lawyers, 
Mike Scott, said Snepp's story was false.) 

There is, finally, solid evidence that 
George Bush did not go to Paris on Oct. 19-
20, 1980-the U.S. Secret Service logs re
corded where candidate Bush was on those 
days. Those logs show that Bush campaigned 
in New Jersey and Pennsylvania on Oct. 17, 
and that he went to the Chevy Chase Coun
try Club, outside Washington, during the day 
on Oct. 19. They also show that he delivered 
a campaign speech before the Zionist Organi
zation of America at a Washington hotel 
that night. The logs show that he returned 
to his horne at about 9:30 on the night of the 
19th. The next day, Oct. 20, the Secret Serv
ice logs and press reports both record that 
Bush was back on the campaign trail in New 
Haven, Conn. Given the travel time involved, 
there is no reasonable possibility that he 
could have flown to Paris, met the Iranians 
and returned to the United States in that 
time period. 

These details may or may not convince 
conspiracy theorists who cling to the Octo
ber Surprise-just as the Warren Commission 
report failed to convince a whole generation 
of would-be investigators that Lee Harvey 
Oswald, acting alone, killed John F. Ken
nedy. But the evidence on Bush and Casey's 
whereabouts-and on the bona fides of their 
accusers-must also be considered against 
the broad history of U.S.-Iran relations in 
the 1980s. Indeed, the October Surprise the
ory rests on two broad-brush assumptions 
that are highly suspect. 

One is the notion that Iran must have got
ten U.S. weapons from the Reagan adminis
tration in return for delaying the hostages' 
release. Despite the record of the Iran-contra 
scandal, however, there is oddly little evi-

dence of any substantial weapons "payofC' 
to Iran. An authoritative analysis by the 
Stockholm International Peace Research In
stitute shows that Iran spent approximately 
S5 billion on arms between 1980 and 1983--and 
$3 billion of that total went for military 
equipment from communist-bloc countries. 
It is true, apparently, that Israel supplied 
Iran with $50 million worth of spare parts for 
U.S.-built F-4 Phantom jets in the spring of 
1980. But S50 million is chicken feed for 
swinging a U.S. presidential election. And 
Iran never got spare parts for its more po
tent F-14s, which rarely flew during the 
Iran-Iraq War but which could well have de
terred Iraqi air attacks on Teheran and 
other cities. Only the United States could 
have provided the parts. Arms dealer Ian 
Smalley, who made a fortune selling weap
ons to Iran, says he does not believe that the 
Reagan administration cut a deal. "If the 
U.S. had been in the market, we would have 
been out of business," Smalley said. 

A second pivotal notion is that secret ne
gotiations on the hostage issue between the 
Carter administration and the Iranian gov
ernment inexplicably broke down during Oc
tober 1980. (Gary Sick, among others, places 
great emphasis on this fact.) But Iranian 
leaders were arguably distracted by the out
break of the Iran-Iraq War, which began on 
September 22. In a report for the Council on 
Foreign Relations, former Carter adminis
tration official Harold Saunders argues that 
the war "diverted and absorbed the attention 
of Iran's leaders"-and Saunders said that 
only "skillful management" by Rafsanjani 
got the Iranian Parliament to resolve its dis
agreements on the hostage issue. If, as some 
October Surprise proponents have claimed, 
Rafsanjani participated in the alleged secret 
deal with the Reagan campaign, why did he 
try to resolve the hostage impasse while 
Carter was still in power? Then, too, many 
Iranians hated Jimmy Carter. Eric Rouleau, 
who is now France's ambassador to Turkey, 
was a journalist in Teheran at the time. 
Rouleau, who knew many Iranian leaders 
personally, says he heard no gossip about 
any pending deal with the Reagan campaign. 
But the Iranians were well aware that releas
ing the hostages could help Carter win the 
election-and Rouleau says there was "a lot 
of discussion, lots of declarations, to the ef
fect that the Iranians would never give any 
kind of 'gift' to President Carter." 

There is, finally, one tantalizing coinci
dence in the secret record of the hostage cri
sis. On July 1, or July 2, 1980, Cyrus Hashemi 
met with a member of the Iranian leadership 
at the Ritz Hotel in Madrid. He was, appar
ently, acting as a go-between for the Carter 
administration, which by then was des
perately seeking some new avenue to reopen 
the hostage negotiations. (That meeting, 
Newsweek sources say, led to a last-ditch 
diplomatic initiative by Secretary of State 
Edmund Muskie in September.) Within a 
week, according to Bani Sadr's diaries, Bani 
Sadr was told by the Ayatollah Khomeini's 
nephew that Iran had been approached by 
Reagan's men with a proposition on the hos
tages. The meeting site-Spain-was men
tioned. Could it be that the ayatollah's neph
ew confused Reagan with Carter-and that 
the whole notion of the October Surprise 
stems from that simple mistake? 

CONGRESSIONAL TERM LIMITS 
The SPEAKER pro tempore (Mr. 

BENNETT). Under a previous order of 
the House, the gentleman from Califor-

nia [Mr. COX] is recognized for 5 min
utes. 

Mr. COX of California. Mr. Speaker, 
in 1991, term limits in various forms 
were introduced as bills in 45 States, 
according to the National Council of 
State Legislatures. 

In 1992, at least 11 States are ex
pected to have congressional term 
limit initiatives on their ballots, and 
the number could go as high as 18. 

The California Supreme Court on Oc
tober 10 upheld my State's 1990 election 
initiative imposing term limits for 
State legislators, and the reasoning of 
that decision on constitutional grounds 
applies across the board potentially to 
all of us in this Legislative Chamber. 

Right now across America, sentiment 
is running high in support of term lim
its, for one fundamental reason. People 
frankly are fed up with business as 
usual. They are fed up with our high 
deficits. They do not believe that they 
are getting enough out of government 
in return for the very high and increas
ingly higher taxes that they pay. 

Tomorrow in Washington State, ini
tiative 553, by far the toughest term 
limit measure yet, will be on the bal
lot. Polls have shown support for it as 
high as 73 percent among those sur
veyed. 

Many of my colleagues believe that 
term limitations for Members of Con
gress are a bad idea. I am not one of 
those, but I understand their reason
ing. 

Recently legal counsel for the House 
of Representatives was asked by a 
Member to file a brief and he spent, it 
is estimated, $25,000 of public funds 
doing just that. The brief was filed-! 
have it here-before the Supreme Court 
of Florida. It argues that term limita
tions imposed by States are unconsti
tutional, violative of the U.S. Constitu
tion. 

Frankly, Mr. Speaker, I believe that 
it is unwise for this House and this 
body, certainly without a vote of the 
Members to determine our collect! ve 
position, to argue in Florida, in Wash
ington or anywhere else, that if voters 
and States want to act to limit, con
sistent with their own constitutions 
and I believe the U.S. Constitution, the 
terms of Federal office holders, that we 
should tell them they cannot do so. 

In fact, I believe it makes this insti
tution look bad. 

Today in the Washington Times, we 
have a headline, "House Haunted by 
Another Perk," and the suggestion is 
that by tapping into the House Legal 
Counsel free of charge to make politi
cal arguments in a case where none of 
us is a party, and perhaps we would not 
even have standing if we sought to 
make ourselves party, we are able to 
take advantage of the taxpayers' funds, 
just as we have done-not this Member 
personally-but just as the House has 
been called on the carpet collectively 
for bouncing checks, not paying res-
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taurant bills and other perquisites, 
beauty shops, and barber shops and so 
on. This does not reflect well on our 
House at a time when we are unable to 
extend unemployment benefits, at a 
time when we are asking the people of 
America to pay more taxes to subsidize 
what turns out to be even more deficit 
spending. 

This year it is anticipated our deficit 
will be, 1 year only, not only the high
est in American history, but over $350 
billion. 

I submit that it is the poor perform
ance of the National Legislature as a 
whole that is calling into question in
cumbency, permanent incumbency, and 
thus driving people to term limits. 

I think it would behoove us to get 
busy doing our jobs and doing a better 
job and getting some results for the 
American people for the taxes they 
pay, and we would not have to worry so 
much about these term limit initia
tives looking ove.r our shoulders. 

Mr. ARMEY. Mr. Speaker, will the 
gentleman yield? 

Mr. COX of California. I yield to my 
colleague, the gentleman from Texas. 

Mr. ARMEY. Mr. Speaker, the gen
tleman from California [Mr. Cox] has 
been kind enough to show me the brief 
in question. 

As I understand it, we have a case 
pending in the Florida court regarding 
the legality or constitutionality of the 
Florida Legislature passing legislation 
that limits terms of Members of the 
U.S. House of Representatives. 

Mr. COX of California. That is cor
rect. 

Mr. ARMEY. And the brief in ques
tion is what is called an amicus curiae, 
or friend-of-the-court brief. 

Now, the fact is I could submit such 
a brief-is that not correct? 

Mr. COX of California. In fact, any 
American could. 

Mr. ARMEY. Any American citizen 
could? 

Mr. COX of California. Yes. 
Mr. ARMEY. So that as a citizen of 

the United States, if I wanted to go out 
and hire a lawyer to prepare such a 
brief, I could do so, and nobody is con
testing that; but what the gentleman 
from California is telling me is that at 
the request of a Member of this body 
from the State of Florida, the paid 
legal counsel for the House of Rep
resentatives, an officer of the Congress 
compensated for his services by the 
taxpayers, actually used his time and 
the time and resources of his office to 
prepare this brief on behalf of a Mem
ber of Congress from Florida, is that 
correct? 

Mr. COX of California. That is ex
actly right. 

ORDER OF BUSINESS 
Mr. ARMEY. Mr. Speaker, I ask 

unanimous consent to proceed now out 
of order for 5 minutes. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Texas? 

There was no objection. 

0 1940 

TERM LIMITS 
The SPEAKER pro tempore (Mr. 

BENNETT). Under a previous order of 
the House, the gentleman from Texas 
[Mr. ARMEY], is recognized for 5 min
utes. 

Mr. ARMEY. Mr. Speaker, I will be 
brief. 

The gentleman from California [Mr. 
COX] and I have different points of view 
about whether or not there should be 
term limits. I happen to believe it is a 
denial of the rights of the American 
voters to impose that restriction on 
service in Congress. That is another 
point to debate. 

But the point the gentleman makes, 
if I may make it clear, the gentleman 
is raising the point that a Member of 
the House of Representatives ought not 
to be allowed to use the resources of 
the Congress which are in fact the re
sources of the American people to pre
pare a brief, a friend-of-the-court brief, 
to be submitted before the Supreme 
Court of the State of Florida with re
spect to a very, I think, intriguing con
stitutional question where the Member 
from Florida has a very personal politi
cal stake in the matter, as opposed to 
going out and hiring his own attorneys 
or going through some other private 
means to acquire legal assistance. 

Mr. Speaker, I yield to the gentleman 
from California [Mr. Cox]. 

Mr. COX of California. I thank the 
gentleman for yielding. I think that 
the gentleman from Texas has hit the 
nail on the head. There is plenty of 
room for disagreement about, first, the 
wisdom of term limits and, second, the 
constitutionality of State-imposed 
term limits under the U.S. Constitu
tion. 

That is precisely the point. Out of 435 
Members of Congress, we have all sorts 
of differing opinions as a body. The 
House of Representatives cannot take a 
position, certainly not without a vote, 
for or against a deal like this. I think 
it, frankly, all behooves us to do so be
cause we are getting headlines like 
this: "House Haunted by Another 
Perk." An individual Member, going 
out and doing this without a vote. 

So what I have done is ask for a re
corded vote of the entire House, and we 
will have that, the majority leader and 
the Chair have ruled that we will have 
that on Wednesday. We will have a full 
hour of debate, and each of us can go 
on record on the subject of whether or 
not we ought to have our legal counsel 
fighting the voters in the various 
States. 

Mr. ARMEY. Mr. Speaker, I happen 
to believe, I might observe, that the 

American peanut program in our agri
cultural program is a bad program that 
ill serves the American people. Dare I 
to presume now from this incident that 
I might ask the general counsel of the 
U.S. House of Representatives to pre
pare an amicus curiae brief for me on 
behalf of my contentions against the 
American peanut program? Does the 
gentleman from California suppose 
that, should I make such a request, 
that it would be honored and I could 
have the advantage of $25,000 worth of 
the House of Representatives legal 
services for me to file such a brief? 

Mr. Speaker, I yield to the gentleman 
from California. 

Mr. COX of California. I think, on its 
face, that is a silly idea. I hope, on its 
face, notwithstanding that I think 
your position is a sound one, that the 
counsel would not write such a brief. 
The fact that each of us as Members 
has the opportunity to advance good 
ideas and bad ones, the American peo
ple likewise as voters ought to have 
the opportunity to come up with good 
ideas or bad ideas. It should not be the 
business of this body to stop them from 
doing so. 

Mr. ARMEY. I thank the gentleman 
for at least not saying that it was a 
nutty idea. 

Mr. Speaker, I yield to this gen
tleman from California [Mr. DREIER]. 

Mr. DREIER of California. I thank 
my friend for yielding. I would like to 
congratulate my friend from Newport 
Beach, the gentleman from California 
[Mr. Cox], who has come forward with 
what I think is a very important reso
lution. What this apparent develop
ment simply underscores once again is 
the power of incumbency. My friend 
has showed us an article, which frankly 
I have not seen-it looks like the 
Washington Times. 

Mr. COX of California. It is today's 
Washington Times. 

Mr. DREIER of California. It talks 
about another perk. The mere exist
ence of another perquisite of office 
means that we are simply enhancing 
the power of incumbency. 

I find it ironic that the power of in
cumbency is being utilized to perpet
uate incumbency, an attempt to try to 
defeat those who would want to impose 
some kind of term limitations on Mem
bers of this House, out of a sense of 
frustration, is being responded to with 
this extraordinary power that exists 
here. I think it is something that we as 
a House need to address, and I con
gratulate my friend for working on it. 

Mr. ARMEY. If I may reiterate my 
point, I happen to believe that we 
ought not to impose limits on the 
terms of service in the House of Rep
resentatives. But the point that the 
gentleman is raising, should an individ
ual Member of Congress be able to use 
some significant amount, 25,000 dollars' 
worth of legal services of the House of 
Representatives, to prepare a brief 
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when in fact Congress itself has taken 
no position? 

Mr. Speaker, I yield to the gentleman 
from California. 

Mr. DREIER of California. Mr. 
Speaker, I think the gentleman from 
Texas would be in a better position to 
get a brief done on the peanut program, 
because it is something we have ad
dressed in this House, than we would 
on an issue which has not been ad
dressed in this House, designed to en
courage the power of incumbency. 

Mr. ARMEY. Mr. Speaker, I yield to 
the gentleman from California [Mr. 
RIGGS]. 

Mr. RIGGS. I thank the gentleman 
for yielding. 

I would like to add a couple of other 
points here between the lines of the 
comments made by my distinguished 
colleagues in terms of identifying and 
pointing out the latest outrage to the 
American people. This does not qualify 
as the outrage of the week, this quali
fies as the outrage of the month. It 
again demonstrates the arrogance of 
incumbency and corruption of the rul
ing party, the majority party in this 
House, and the rules by which we pro
ceed. 

I simply want to point out that, as I 
understand it, and I will ask this of my 
colleague, the House Legal Advisory 
Committee-we have such an organiza
tion, but as a new Member of this body 
I am not clear what the function of 
that committee is-but my understand
ing is they specifically rejected the re
quest from the Speaker to prepare such 
a brief, and apparently subsequent 
events bypassed this committee alto
gether. 

Mr. ARMEY. I yield to the gentleman 
from California. 

Mr. COX of California. There is in 
fact a report in Roll Call of Monday, 
November 4, a story that describes that 
there was a division among the Demo
cratic leadership of the House on the 
one hand and the Republican leader
ship on the other hand. The Repub
licans were opposed to using legal 
counsel in this fashion. 

THE APPALLING COST OF THE 
RTC'S HASTE 

The SPEAKER pro tempore. Under a 
previous order of the House, the gen
tleman from Florida [Mr. McCOLLUM] 
is recognized for 5 minutes. 

Mr. McCOLLUM. I thank the Speak
er. 

Mr. Speaker, I am not here to address 
the term limit issue, although I have 
been fascinated by it, since I happen to 
be a very strong proponent of limiting 
terms, as some of the gentlemen are 
here today. I certainly do not think 
that that $25,000 should have been used 
in my State. I look forward to the de
bate on Wednesday. 

Mr. Speaker, I yield briefly to the 
gentleman from California. 

Mr. RIGGS. I do not want to make 
the gentleman lose his train of thought 
nor eat into his time, because I know 
he has a very important point to make, 
but the gentleman is probably too mod
est to point out that he is the author 
and primary sponsor of term limits 
registration now pending in this House. 
In fact, if I am correct, it is languish
ing in the Committee on the Judiciary 
Subcommittee on Constitutional Law. 

Mr. McCOLLUM. The gentleman is 
correct. 

Mr. RIGGS. That is since January 3, 
the first day of this session. And if this 
body wanted to have an open, honest 
debate on the substantive merits of the 
term limits idea and all the various nu
ances of that legislation, we could do 
so in the House Judiciary Committee. 

Mr. MCCOLLUM. If I may reclaim my 
time, I thank the gentleman for point
ing that out even though it is not the 
reason for my special order. My amend
ment proposal has been languishing 
since January 1981, when I first intro
duced it in every Congress, in that sub
committee, with no real debate here. 
So I think it is great that the States 
are debating this. I think it is wonder
ful that initiatives are being put on the 
ballot. I agree with all my colleagues 
tonight in discussing it, that the House 
counsel should not be used to argue one 
side or the other of this, because the 
House is truly divided. 

So I look forward to that debate on 
Wednesday. I think the gentleman 
made a very good point about the term 
limit issue. 

Mr. Speaker, I yield briefly further to 
the gentleman from California. 

Mr. RIGGS. If I may sum up my 
point, which is that the House counsel, 
upon the direction of the leadership of 
this body, has seen fit to effect! vely 
circumvent both the House Legal Advi
sory Committee as well as the House 
Judiciary Committee where again we 
do have the gentleman's legislation on 
term limits pending before the Con
gress. 

Mr. McCOLLUM. The gentleman 
makes a very fine point, and I thank 
him for doing so. 

The primary reason, Mr. Speaker, for 
my taking this special order today
not realizing we were going to get into 
the other issue-is an article that ap
peared in today's Wall Street Journal, 
and I would like to call the House 
Members' attention to this. It is called 
"The Appalling Cost of the RTC's 
Haste," by C. Daniel Clemente. Mr. 
Speaker, I will place the full article in 
at the end of my special order. 

Mr. Speaker, Mr. Clemente is making 
a point that I think very, very impor
tant regarding what is happening with 
the Resolution Trust Corporation deal
ing with what they are doing with 
properties, particularly real estate 
properties that they have obtained as a 
part of their responsibilities in closing 
failed thrift institutions, savings and 
loans. 

I think all of us in this body know 
that those that have been involved in 
any fraud or any kind of mismanage
ment or self-dealing in the savings and 
loan area, that those institutions 
ought to be closed and the perpetra
tors, if there is criminal activity in 
which they have been engaged, ought 
to be prosecuted and so on. 

0 1950 
Mr. Speaker, the issue that the au

thor of this article raises though is: 
"What's happening in those cases 
where it is being closed," and he is also 
asking about why we need to be closing 
all of the institutions we are where 
there has been no fraud, or mismanage
ment or self-dealing, and I think he 
makes an excellent point about the im
pact of this on real estate in America 
and the tremendous cost to us as tax
payers by the devaluation of real es
tate by so much sales that are going on 
today by the RTC at values that are far 
below normal market values for real 
estate. 

He raises, further, the question of, if 
we are going to sell under a policy of 
liquidating as quickly as possible these 
assets, what is that going to mean in 
terms of the some $300 billion in real 
estate loans that are due over the next 
2 years that cannot be refinanced at 
present loan amounts because of the 
decline in value associated with the 
dumping of this property on the mar
ket at one time? 

In other words, Mr. Speaker, he chal
lenges a basic policy of those who are 
leading us through the RTC, and at the 
same time he asks Congress, "What are 
you meaning by all of this? Why are we 
seeking out $80 billion in new monies 
for covering losses that would be in
curred in the process of all of this dis
position of property in the closing of 
thrifts when a lot could be saved if we 
would just hold on to that real estate 
or devise methods where it could be 
held on to longer rather than being 
dumped on the market, and why," Mr. 
Clemente asks, "are we not using pro
fessional real estate management, peo
ple who know the development busi
ness, to dispose of these properties and 
to make these kinds of decisions?" 

Mr. Speaker, I do not submit that ev
erything that is in this column is 
something I embrace. I do not think all 
of the solutions he suggests are prob
ably valid. I also do not submit to my 
colleagues that everything RTC is 
doing in this area is wrong. But I do 
submit that what the author is saying 
has a lot of truth to it and that in the 
next few days, as we have to face the 
question of funding the Resolution 
Trust Corporation for huge amounts 
more of money, we ought to be ques
tioning the law as it now exists. We 
ought to be questioning the policy as it 
now exists. And I do not think we 
should be offering up billions more to 
RTC until we get the right answer to 
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this and until, I think, in many cases, 
or at least in several, that we change 
the law so that the cost is not that 
great, that the cost is not that great in 
terms of appropriated moneys by this 
body, and, as important and perhaps 
more importantly, that the cost is not 
that great in the devaluation of real es
tate values in this country and the re
sults of what it does to the refinancing 
of real estate loans and the problems 
that are going to be created for the 
long haul if we take this much value 
out of real estate in this country, espe
cially during a time of recession. 

So, with that in mind, Mr. Speaker, 
that is why I have come forward for 
this special order time. As I indicated 
under the unanimous consent request, I 
submit a copy of this article: "The Ap
palling Cost of the RTC's Haste." 

The article referred to is as follows: 
[From the Wall Street Journal, Nov. 4, 1991] 
THE APPALLING COST OF THE RTC'S HASTE 

(By C. Daniel Clemente) 
The Resolution Trust Corp's liquidation of 

the property of failed savings and loans is 
turning into the greatest peaceful redistribu
tion of wealth in modern times. But there
distribution is not going from the wealthy to 
the middle class, or even from the middle 
class to the wealthy, but rather from the 
middle class and the weal thy to the super
rich and to big business. 

The RTC understands its mandate to be 
rapid liquidation of the real estate that has 
come into the government's hands. In order 
to sell fast, it has taken to selling its com
mercial real estate in bulk. But this decision 
has social consequences-especially since 
there is no financing available today for 
those w1lling to speculate on the purchase, 
development and improvement of real estate. 
When you offer property for sale in packages 
of $300 million, cash only, who do you sup
pose the buyers wm be? 

CONTROL OF REAL ESTATE 
Real estate values and the real estate in

dustry have been among the prime victims of 
this unintended social revolution, for two 
reasons: First, the RTC's huge financial 
needs have made credit unavailable to the 
industry as a whole, Second, it has taken 
control of the nation's largest group of real 
estate transactions out of the hands of the 
private sector and turned it over to a bu
reaucracy. 

From my personal experience, this bu
reaucracy has been predominantly staffed by 
individuals whose professional background 
has either been in the Division of Liquida
tion of the Federal Deposit Insurance Corp, 
or in failed savings and loan associations. In
dividuals with those backgrounds maybe 
have great experience in the mechanics of 
acquiring and disposing of real estate. But 
the heart of the industry, the essence of the . 
value of real estate, lies in the entrepreneur
ial developer's unique understanding of a 
particular piece of property and, most im
portant, his understanding of the market
place where the real estate is located, to
gether with the laws, ordinances and regula
tions peculiar to its jurisdiction. 

This crucial perspective is nowhere to be 
found at the RTC. 'l'he result is that the cost 
to the taxpayers of the S&L liquidation far 
exceeds what it would have been if manage
ment and control of the operation had been 
entrusted to people trained and motivated to 

realize the highest utility and value of prop
erty. 

A developer wants to maximize the utility 
of a piece of property in as short a period of 
time as possible. A liquidator wants to dis
pose of the property as quickly as possible. 
But disposing of property as quickly as pos
sible simply is not compatible with maximiz
ing value, or even with minimizing loss. 

To see these tendencies at work, look at 
the case of one specific project, Potomac 
Crossing, a planned unit development in the 
town of Leesburg, Va. 

The property was purchased in late 1986 by 
a Virginia developer whose plan included de
sign and construction of all necessary 
streets, sewer lines, water service, curbs and 
gutters and electrical service. Work was 
begun in the fall of 1987 and was to be accom
plished in three phases. The original devel
oper was able to complete phase one. Today, 
approximately 318 families Uve in Potomac 
Crossing. The total value of the homes sold 
in phase one exceeded $45 million. 

In April 1990, United States Bank of Vi
enna, Va., acquired the uncompleted portion 
of the project, and brought in my firm as 
consultants to review the project and create 
a business plan. We determined that to maxi
mize the return on the sale of the land, it 
would be prudent to complete the engineer
ing work. This would enable us to obtain 
final site plan approval for the subdivision of 
all land in phases two and three into build
ing lots. Because the engineering design 
work takes many months and because the 
approval process is so lengthy, taking prop
erty through the process to final approval 
adds great value to the property. We also ad
vised United Savings Bank to commit the 
funds necessary to complete construction of 
the sewer line that would serve phases two 
and three. 

Then, in August 1990, United States Bank 
was placed in conservatorship. The RTC be
came the owner of the property. It elected 
not to proceed with any further work on the 
land. Today, the RTC is holding 213 acres of 
ground that has no access to sewer lines and 
on which essentially no engineering work 
has been performed for more than a year. If 
we assume that it would take 60 days to com
plete the engineering drawings for those 213 
acres, it is my estimate that it would take a 
total of at least 11 months to complete all 
the engineering work. In the year that has 
elapsed since it took it over, the RTC could 
have completed all the engineering work on 
the property. 

Instead, it appears that this property wm 
be sold by the RTC without any further engi
neering work being done, and without the 
sewer being bonded because of the uncer
tainty created by the RTC. The town of 
Leesburg insists that no additional lots can 
be recorded in Potomac Crossing until bonds 
have been posted to guarantee sewer con
struction. That means the property will have 
to be sold as acreage rather than as lots, and 
as acreage with no present access to sewer 
services. 

In the meantime, the preliminary plan ap
proval granted by the town is about to ex
pire. Since the original preliminary plan was 
approved, the town has altered its design 
standards for public facilities. Engineering 
to meet the new design standards w111 cost 
an extra $440,600--money that could have 
been saved had the RTC finished the job 
bank in 1990. 

Further, by interrupting construction of 
the sewer, the RTC has voided agreements 
with 11 neighboring property owners and the 
town to contribute to the cost of the Poto-

mac Crossing sewer system. Had the sewer 
been built promptly, it could have cost as 
little as $768,998, to a new owner of Potomac 
Crossing, the cost could be as high as $3.5 
million. 

The property is being offered for sale by 
the RTC at $8 million. It will likely bring 
less than half that amount, between $3 mil
lion and $4 million-on a property that was 
carrying $16 million in debt when it was 
taken over. 

If, on the other hand, it had been held and 
managed with an eye toward maximizing the 
value and utility of the property without 
taking any risk of development, and if about 
$1.5 million in engineering fees, review fees 
and sewer construction had been spent, 
today the property would reasonably be ex
pected to yield in excess of $22 million. 

In general, the RTC acts as best it can 
given its understanding of its mandate. But 
Congress must recognize that this mess can
not be brought to an even partially success
ful conclusion by mandating rapid liquida
tion. If we continue on the present course, 
the downward spiral in the value of real es
tate will accelerate, precipitating the col
lapse of commercial banks by undermining 
the value of property held as collateral, and 
eroding the principal element of every Amer
ican family's net worth: the equity in their 
home. 

The long-term economic value of real es
tate is a substantial portion of the nation's 
net worth, and as long as the RTC is poised 
to dump properties on the market, nobody 
knows how much farther prices will fall. If 
the roughly $300 billion in real estate loans 
due over the next two years cannot be refi
nanced at present loan amounts because of a 
decline of as much as 40% in real estate val
ues, then we are headed for a new problem at 
least as big as the one we've watched grow 
for the past two years. 

Here's what must be done: 
The RTC should abandon the policy of liq

uidation as soon as possible. 
Congress must recognize that as the owner 

of more than 61,000 parcels of real estate, the 
government, like it or not, is in the real es
tate business and must act prudently so as 
not to destroy the value of real property all 
across the country. 

Private sector individuals and companies 
with real estate experience must be brought 
into the process early to aid in the manage
ment of real estate assets. 

PARTICIPATION BY THE LITTLE GUY 

A tax incentive to make it possible for the 
little guy to participate in the purchase of 
real estate and other assets from RTC must 
be enacted. For example, Congress could 
allow a deduction of $2,500 for investment in 
a publicly held entity that would buy assets 
from the RTC, the FDIC, Freddie Mac, 
Fannie Mae and other federally insured fi
nancial institutions. 

Bank regulators must be prevented from 
forcing banks to write down assets that have 
real long-term value to their artificially low 
present values. 

The FDIC must stop closing banks and 
thrift institutions where there is no evidence 
of fraud or self-dealing. 

If Congress will not take such steps, there 
is no doubt in my mind that no one can esti
mate the ultimate cost facing this nation. 
The only thing I can say with absolute cer
tainty is that it will far exceed anyone's 
worst fears. 
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THE MOUNT VERNON DAY CARE 

CENTER, INC.: 100 YEARS OF SUC
CESS 
The SPEAKER pro tempore (Mr. 

BENNETT). Under a previous order of 
the House, the gentlewoman from New 
York [Mrs. LOWEY] is recognized for 5 
minutes. 

Mrs. LOWEY of New York. Mr. Speaker, 
while the need for quality day care centers 
has been a major national issue in recent 
years, it has long been a priority for the peo
ple of Mount Vernon, NY. For 100 years, 
working parents in that city have been able to 
rely on the quality service of the Mount Ver
non Day Care Center, Inc. 

In 1891, the Bureau of Charities of the city 
of Mount Vernon, recognizing that many work
ing parents needed a place for their children 
to be cared for while they worked, founded an 
institution that would help respond to this im
portant need. The name has changed several 
times throughout the years, from The People's 
Institute, to the Family Service Association, to 
the Mount Vernon Day Care Center of today. 
Its mission has changed as well, from simply 
providing custodial care to seeking to provide 
an educational experience for young children 
at the same time as providing care. But the 
animating spirit of this fine organization has al
ways been the same: A sense that meeting 
the needs of the families and children of 
Mount Vernon is of preeminent importance. 

In recent years, the center has expanded its 
operations tremendously. In 1972, with assist
ance from the New York State Housing and 
Finance Agency, it moved into the building 
which it occupies today. In 1985, the center 
entered into an agreement with the West
chester Community Opportunity Program to 
provide two Head Start classrooms. And just 
last year an ambitious program of building im
provements was undertaken. In the world of 
the 1990's, there is more need for quality child 
care than ever before, and this center is still 
doing everything that it possibly can to re
spond to that need. 

Among those responsible for that achieve
ment are center president Walter Royster, ex
ecutive director linda Iglehart, 1st vice presi
dent Monica Watson, 2d vice president James 
Simmons, recording secretary Ruth Wormsley, 
corresponding secretary Sheila Baptista, and 
treasurer James Dickerson. It is, in large part, 
their leadership and dedication that keep this 
institution viable. For that, we all owe them a 
debt of gratitude. 

This weekend the center will celebrate its 
1 OOth anniversary. During this celebration, two 
very special people who have contributed to 
its growth will be honored. One is the former 
president of the center, Dr. Betty Shabazz. 
The widow of Malcolm X, Betty is the mother 
of six daughters and serves as the director of 
communications and public relations for 
Medgar Evers College of the City University of 
New York. She is a former president of the 
day care center's board of directors, and her 
work for the center has been impressive. Also 
being honored is the center's executive direc
tor, Linda Jones Iglehart. She is a former 
teacher of early childhood programs whose 
dedication to the children of Mount Vernon is 
unmatched, and whose tenure as executive di
rector has been noteworthy for its success. 

It is a privilege to join many others in con
gratulating Dr. Shabazz and Ms. Iglehart. They 
are worthy recipients of the awards that they 
are receiving, just as the Mount Vernon Day 
Care Center is a worthy recipient of the effort 
and the love which they and many others 
have given over the years. For any institution 
to survive for 1 00 years is a great accomplish
ment, Mr. Speaker. Even more remarkable is 
survival enhanced by growth and service. That 
is the nature of the Mount Vernon Day Care 
Center's survival. On behalf of all my col
leagues, and the countless children whose 
childhoods are brightened by the service of 
this fine institution, I offer my sincere con
gratulations to all of the friends and staff of the 
Mount Vernon Day Care Center, Inc., as they 
begin a second century of service. 

DEBATE TIME ON THE BAILOUT 
BILL THAT JUST FAILED 

The SPEAKER pro tempore. Under a 
previous order of the House, the gen
tleman from New York [Mr. OWENS] is 
recognized for 60 minutes. 

Mr. OWENS of New York. Mr. Speak
er, I am going to take only a small por
tion of my 60 minutes to speak on a 
very relevant subject. I want to speak 
on the $70 billion bailout bill that just 
failed. 

Mr. Speaker, we did not pass that 
bill. There was a vote of 324 against the 
bill; only 89 voted for it. 

I call it a $70 billion bailout bill, and 
one of the reasons I voted against it is 
because nobody during the debate 
wanted to discuss the dollar value of 
the bill. That was the least discussed 
part of the bill. There are many rea
sons why other people voted against it. 
I will not pretend that all of those who 
voted no, voted for the same reason. 
This bill was voted down by a revolt of 
the independents for many reasons. 
There were many reasons why people 
chose not to vote for a bill that was a 
steamroller. It trampled on the people 
in many ways. It trampled on good 
ideas. It trampled on common sense, 
and, even in its procedure, it trampled 
on common sense and trampled on the 
dignity of the Members of the House. 

One of the reasons, one of the major 
reasons, that I voted no, that I opposed 
the bill, is that the steamroller ap
proach of the bill in general was added 
to the rule and the procedure. A $70 bil
lion bill, and not every Member of the 
House had an opportunity to even 
make a statement of 1 minute. They 
cannot even make a 1-minute state
ment. Seventy billion dollars. 

Mr. Speaker, I think this is a major 
responsibility. I think it is just as im
portant as Desert Storm. I want to ap
plaud the leadership of the House at 
the time that Desert Storm was being 
debated. Every Member of the House 
was given an opportunity, if they want
ed it, to speak for 5 minutes. That 
made a lot of sense. It was a life-and
death issue. It was not $70 billion. 

We did not admit it was $70 billion. It 
was only a $30 billion bill, but it is 

going up every day, but nevertheless 
please recognize that every Member of 
the House, all 435 of us, ought to have 
the right to let our constituents know 
and to go on record for history as to 
where we stood on such an important 
issue was there. 

I wrote a letter to the Speaker at the 
beginning of this process for this bill 
asking that the rule do the same thing 
as it did, the leadership, take the same 
steps that it took in the case of Desert 
Storm. It was not really written into 
the rule when we debated Desert 
Storm. The leadership made arrange
ments because of the urgency of the 
matter and the importance of it. I 
asked that they do the same thing. I 
wrote a letter to the Speaker saying 
that every Member who wanted to 
speak should be given 5 minutes to 
speak on this $70 billion bailout of the 
commercial banks bill. I sent copies of 
the letter, of course, to all of the lead
ership of the House. I have not received 
a single response or comment from any 
of the leadership. 

Mr. Speaker, this is not the first 
time that I have shown this concern. 
During the consideration of new rules 
for the House last fall I proposed a 
rules change. That rules change simply 
said that on any matter every Member 
of the House should be given a 1-
minute privilege, or 10 1-minute privi
leges per year, that on any matter that 
they considered important they could 
use their 1-minute privilege 10 times 
per year and make a comment of 1 
minute on that important bill. The 
Committee on Rules found that too 
dangerous. I mean the Democratic Cau
cus of the Committee on Rules found it 
too dangerous, and it did not go very 
far. I think it was too conservative, 
that 1 minute is not enough, and I am 
going the change that request to 5 min
utes and offer it again as a rules 
change. 

Mr. Speaker, this is just one example 
of how important it is. I mean stop and 
consider the fact that each one of the 
435 Members of the House serve a dis
trict approximately the same size, that 
every one of our constituents deserves 
the same kind of representation. The 
more important a bill is when it comes 
to the floor, the more restrictive the 
rule is. 

I say to my colleagues, "If you want 
to study that, ask CRS to research it. 
Go ahead and do it. I'll tell you from 
my 9 years of experience here that I've 
noted the more important a bill is, the 
more likely it is to be restricted to the 
least amount of debate." 

We spend less time on the House floor 
per minute debating than the Senate 
does. The Senate has a hundred Mem
bers. They spend far more time on 
most legislation than we spend. 

I think that the Committee on Rules 
is a wonderful invention. I think that 
the Committee on Rules is important 
to control the flow of legislation. I 
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think it is a good procedure. But I 
think that it has been abused, and we 
have gotten into a tradition of abusing 
it to the point where the House leader
ship and each Member of the House 
cannot really justify to their constitu
ency or the American people in general 
why we spent so little time discussing 
a $70 billion bill. 

How much time did we allot for this 
bill? There were 3 hours and 45 minutes 
of general debate allotted to this bill, 
H.R. 6. There were 6 hours and 10 min
utes of debate on the proposed amend
ments. Add the general debate time 
and the time for the amendments and 
we have 9 hours and 55 minutes to the 
bill which is making a $70 billion com
mitment. 

Now, if there are people out there 
who followed the debate, they will say, 
"Where did you get $70 billion from?" 
They did not hear anybody discuss 
that. 

D 2000 

I want to congratulate the majority 
leader who made the final speech. 
When he made the speech he at least 
acknowledged it was a $70 billion re
sponsibility that was being undertaken 
by the Government in the bill. Five bil
lion dollars has already been allotted 
to the FDIC. The commercial banks, 
and we are not talking about the 
S&L's, that is a whole other chapter, 
where later on this year between now 
and Christmas the stampede will be on 
to get more money to bailout the 
S&Ls, but this is the bailout of the 
commercial banks. 

They got $5 billion already. They 
have another $30 billion that is imme
diately obligated in this bill. They are 
going to be obligated an additional 
amount to make the total obligation 
and responsibility to the American tax
payer $70 billion. 

Seventy billion dollars is contained 
in this bill. By the title of it you would 
not know that that is what it primarily 
is about. 

The total debate time was about 10 
hours, or 595 minutes, if you want to be 
exact. The 9 hours, 55 minutes comes 
out to 595 minutes. 

In 10 hours of debate time, this body 
considered $70 billion. That comes out 
to 1 hour of consideration per $7 bil
lion, or 1 minute of consideration for 
$116 million, or for every second we are 
considering $1.9 million. If that does 
not sound like a lot of money to you, 
just stop and think. The responsibility 
of casting a vote on a $70 billion obliga
tion rests with 435 Members, and yet if 
this Member representing the 12th Con
gressional District had asked for time 
to speak, I might have been given 30 
seconds, or I might have been given 
time to quickly blurt out a unanimous
consent request. That is all I could 
hope for. 

In 10 hours of debate you can only ac
commodate the members of the com-

mi ttee. You cannot accommodate 
many people. There is no use trying to 
squeeze the situation so that every
body only has a time to gasp. 

Why are we in a such a hurry? Is the 
amount of time spent debating billions 
on the floor of the House so humongous 
that we have to rush through a $70 bil
lion bill? 

I have not done any research yet. I do 
not know exactly how much time we 
spent this year debating bills, but I 
would say from instinct, from feeling , 
we have spent relatively little time on 
the floor of the House debating impor
tant bills, or debating bills at all. 

If you add it all up, we spend rel
atively little time. If you compare the 
House of Representatives with 435 
Members to the Senate with 100 Mem
bers, you will find the Senate spent far 
more time on the floor debating bills in 
general, and per Member they are way 
ahead of us. 

So I am not asking for anything un
reasonable when I say on an important 
bill like this we should have had at 
least 5 minutes. One reason to vote 
against it is that the procedure was 
steamrolled and kind of ridiculous to 
have us go back to our constituencies 
and say "I voted on a bill involving an 
obligation of the American Govern
ment, the taxpayers, for $70 billion. 
But, I am sorry, I didn't have a chance 
to get one word in on the debate." 

Seventy billion dollars would buy a 
lot of schools. It would buy a lot of 
teachers' salaries. Seventy billion dol
lars would pay for a lot of health care. 
I need not go on and on. 

Seventy billion dollars is a lot of 
money. It is our obligation, it seems to 
me, to guarantee there is maximum 
discussion and maximum debate. 

There has been a lot of discussion 
about the perks of the House and infan
tile complaints have arisen and the 
American people have been made to get 
excited about a lot of nonsense related 
to haircuts and traffic tickets and ri
diculous things like that, things that 
can only be dreamed up by infantile 
freshmen who really do not know what 
is important. 

There are a lot of very important 
changes that ought to be made in the 
way this House is governed. One impor
tant change is we ought to certainly 
guarantee that there is a reasonable 
time to debate every matter that needs 
to be debated. 

The way things stand up, in the con
sideration of this $70 billion bill, which 
every Member of the House, if you di
vided the $70 billion by 435, you find 
each Member of the House is respon
sible for $161 million of that $70 billion, 
if we assume that responsibility that 
way, then each Member's theoretical 
Ph minutes of debate time would have 
been worth $161 million of influence on 
that $70 billion tab. 

It is ridiculous, again, that so little 
time was afforded to this very impor-

tant bill . So that is a very good reason 
that some of these independent ants re
volted and voted against the bill. Just 
procedurewise it is a ridiculous situa
tion. 

We spend a lot of time on ridiculous 
situations here. We get very passionate 
and very excited about pennies, while 
we spend billions and never stop really 
to even talk about it to any great ex
tent on the floor of the House, $70 bil
lion obligations like this to bailout the 
commercial banks. 

We do not even use the term " bail
out." We obfuscate an obligation of $70 
billion in all kinds of language. 

We vote $28 billion more for intel
ligence services, the CIA, and other in
telligence gathering activities. What 
are they gathering intelligence activi
ties for now? Why do they need $28 bil
lion to gather intelligence when the 
cold war is over and the Russians are 
ready to sell us their secrets? 

There was an article in the New York 
Times this morning about the Russians 
are working hard to sell their secrets 
about space technology to anybody 
who wants to buy it. Our Government 
is ready to spend billions of dollars on 
research for our space program for the 
future when they can spend a few mil
lion dollars and buy a little gadget, en
gines, metallurgy secrets, a number of 
things available. You just go over there 
and outbid the competition, and, in
stead of having to spend billions of dol
lars in future research, buy it from the 
Soviets. 

Why do we need the CIA to protect 
our secrets or to get somebody else's 
secrets to the tune of $28 billion? It is 
one of those absurd things that did not 
get discussed very much when it was 
on the floor. 

Why do we need them? The CIA could 
not even estimate properly the collapse 
of the Soviet economy. We were spend
ing billions of dollars there. They could 
not see the collapse of a giant, gigan
tic, monstrous dinosaur economy. It all 
happened by accident to them. We were 
all shocked. 

The CIA told us very differently 
about the state of the Soviet economy 
and their strength for the future. So 
why spend $28 billion? 

Why continue to spend more than 
$100 billion to defend Germany and 
Japan? There are expenditures which 
are outrageous which are never dis
cussed around here, but people want to 
get excited about checks that bounce 
at the House Bank that do not cost the 
American taxpayers 1 penny. They 
want to get excited about haircuts, 
they want to get excited about traffic 
tickets. 

If you want to move the capital to 
New York, we will give you all the traf
fic tickets without having to run down 
to have them fixed. That is a courtesy 
we will give to the U.S. Government 
representatives, as we give it now to 
people from all over the world. The 
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U.N. people do not have to worry about 
getting tickets. They do not get them 
in the first place. They do not have to 
be fixed. Why do they keep giving us 
tickets? 

So it is ridiculous to have all these 
minutiae, trivia, thrown at the Amer
ican people, while billions of dollars 
are being wasted and there is no discus
sion. 

There is another reason I voted 
against this bill, and that is the whole 
situation, the steamroller emergency 
that has been created by the banking 
industry. 

First we had the S&L emergency. 
The S&L emergency was dumped in our 
lap, and we were told to save the Amer
ican economy you have to give us the 
bailout money. 

One hundred fifty-seven billion dol
lars we voted on the first go-around, 
the first and second go-arounds, to bail 
out the savings and loan associations. 
That action was supposed to save the 
American economy. 

What has it done? The American 
economy has gone tumbling downhill 
since the bailout of the S&L's began. 
All we have done is created an RTC, a 
whole new industry, where the Amer
ican taxpayers are paying money into a 
fund which is going into the bailout or 
the replacement of money that was 
stolen by the bankers and their cronies 
and their friends and their employees. 
The whole industry has been created so 
that Texas, the State which had the 
largest number of savings and loan as
sociations to fail, Texas is the major 
beneficiary of the RTC industry. They 
have a whole industry, jobs and all 
kinds of benefits flowing from the bail
out that is necessary because of the 
way Texas handled their financial in
stitutions. 

So that steamroller approach that 
was taken with the savings and loans 
was a fraud. We did not save the econ
omy. Things kept going downhill, and 
now the commercial banks, for the 
same reasons as the savings and loans 
were failing, the commercial banks are 
failing. They do not admit they are 
failing. 

William Seidman, who recently re
tired, was telling lies right up to the 
last day he left. William Seidman was 
a champion liar among official liars. 

D 2010 
They lied about it up until the point 

where it was down to zero. Finally the 
fund was down to zero. They had to 
have a $5 billion loan from the U.S. 
Treasury. They do not call that a bail
out. It is a loan. And on top of that, I 
just told my colleagues $30 billion is 
waiting immediately and another $40 
billion bring the total to $70 billion, 
not a bailout, a loan. 

Well, every year that banks continue 
failing means that we are further and 
further away from the loan ever being 
repaid. So it is the same as an appro-

priation for a bailout, just different 
language. It applies the same pressure 
to the American economy because the 
Treasury has to go out and borrow the 
money. It has an impact on the total 
finances of the Nation, total economy 
of the Nation. It is the same thing, but 
never mind the semantics of it. It is a 
$70 billion rescue that we are now being 
steamrolled into. 

And we are told, "You've got to do 
it." The blackmail situation that ex
isted in the S&L phenomenon, it was 
blackmail. Here we are, the savings 
and loan associations, We have Federal 
Deposit guarantees. We have squan
dered the money away with parties, 
and we have given our friends big loans 
without proper collateral. We have paid 
ourselves giant salaries. We have paid 
our employees tremendous commis
sions for making loans that have now 
gone bad. We have nothing to show for 
what we have done. Here we are. But 
you guaranteed the deposits and now 
you have to make good. 

It is blackmail. "Come and give us 
the money to bail out." We had no 
choice. Now we are faced with a second 
blackmail situation. Here you are, 
American taxpayer. You guaranteed 
the deposits. You didn't set anything 
in motion on the management of the 
deposit. All you had was a few weak 
regulators out there, regulators who 
have giant conflicts of interest, regu
lators who were frightened of the polit
ical powers that told them this is the 
age of deregulation. You do what you 
are told to do or you don't last very 
long. 

So we are all caught in the blackmail 
situation. Again, we guarantee the de
posits. We have to come through with 
the $70 billion. 

No matter how much we protest, we 
know that we have to come through 
with the $70 billion. The question is, if 
we must come to the rescue of the com
mercial banks, if we must do our duty, 
if we must bail them out to the tune of 
$70 billion, at least we ought to get a 
tradeoff, at least there should be some 
consideration of some real reforms. 
Who else would ask for $70 billion and 
expect to give nothing? The American 
banking industry wants to give noth
ing in return for demanding $70 billion. 

We had some very reasonable propos
als in this bill that were voted down. 
First of all, the too-big-to-fail doctrine 
has not been confronted in this bill. 
Without taking too much time, I just 
have to say the too-big-to-fail doctrine 
is just that. It is a doctrine that was 
concocted by the people who more and 
more have the power in our Govern
ment, term limitations, a lot of infan
tile people are jumping up and down 
about term limitations. They think 
that they will accomplish something 
by having term limitations on elected 
officials. But there are not term limi
tations on regulators. There are no 
term limitations being proposed for bu-

reaucrats. There are no term limita
tions being proposed for the staff of the 
House of Representatives or the Sen
ate. 

People on staff, some have been here 
30, 40 years. They do not speak to fresh
men. A Member has to be here 5 or 6 
years before they have any respect for 
that Member as a Congressman. Staff 
people, before we deal with reform in 
government by imposing term limita
tions on elected representatives, we 
ought to take a hard look at who really 
runs the Government. 

William Seidman, the head of the 
FDIC, was never elected by anybody. 
Seidman and his predecessor estab
lished a doctrine without having any 
authority in law. Nobody has ever 
shown me the authority that allows 
Seidman and the FDIC people to say 
that there are some banks in this Na
tion that are too big to fail and, there
fore, the Federal Deposit guarantees, 
which are limited in law to $100,000 per 
account, have to be extended to per
sons who have more than $100,000, to 
foreign governments or foreign inves
tors or all the deposits. 

The Bank of New England, everybody 
who had a dime in there above $100,000 
need not worry. If one had $1 billion in 
the Bank of New England, an Arab 
sheikh, and you had put that much 
money in there, by doctrine, by procla
mation, William Seidman and the 
FDIC Board said, "We are going to 
guarantee it. You are too big to fail. 
The American taxpayers are going to 
be very generous to you." 

Where was the author! ty? They had 
no authority to do it. Why are they not 
challenged by the. executive branch of 
Government? Because their friend's ac
counts are in there. Their constituents 
have accounts in there. Why are they 
not challenged by the Democratic lead
ership of the House and Senate? I do 
not know. They must have friends 
there also. 

Billions of dollars are flowing into 
the pockets of people who had no guar
antees in law. You, as the American 
taxpayers and voters, never said you 
would guarantee deposits of above 
$100,000 per account. Yet billions of dol
lars are guaranteed because certain 
banks are considered too big to fail. 

Little banks like the Freedom Na
tional Bank in New York, a tiny little 
bank, a tiny bank, did not reach $1 bil
lion in assets. When they had trouble 
they swooped down on them and closed 
them and they took the money away 
from them. Even charitable institu
tions, groups that had social work 
projects, projects to feed the homeless, 
Meals on Wheels for the aged, if they 
had more than $100,000, they took it. 
Some groups lost $500,000. That $500,000 
lost by one agency was $500,000 lost by 
the taxpayers because that agency did 
not have a single dime in the bank that 
was private money. it was grants from 
the States or grants from the city or 
grants from the Federal Government. 
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The FDIC took the money. That 

means they took the taxpayers' money 
away above the $100,000 limit. 

When they were confronted by the 
legislators, they felt guilty about that 
one. They decided to give half the 
money back, again by doctrine, half, 
but these little agencies are still wait
ing for the other half of the Govern
ment's money, the people's money that 
they just were entrusted with. It was 
one of the many kinds of absurdities. 

They were so little that they could 
be trampled under and yet the Bank of 
New England, the Continental Bank of 
Illinois, on it goes, they are too big to 
fail. That doctrine was not challenged 
in this legislation. 

There is some language about phas
ing it out, which does not confront the 
situation that is happening right now, 
and that is that every time a commer
cial bank fails, they are bleeding the 
American people, the taxpayers, dry. 

The amendment by the gentleman 
from Ohio [Mr. WYLIE] and the gen
tleman from Texas [Mr. GONZALEZ] and 
the gentleman from Wisconsin [Mr. 
KLECZKA] to limit taxpayer exposure to 
$100,000 per bank so that no person 
could recieve more than $100,000 per 
bank in insurance, that amendment 
went down to defeat. That was a rea
sonable proposal. Yet the banks did not 
want to compromise. The powers that 
be wanted to steamroll right over that 
one. 

The gentleman from New York [Mr. 
SCHUMER] offered an amendment for 
core deposits to protect the deposits of 
all those depositors whose accounts 
were guaranteed up to $100,000 from in
vestments that were risky. What could 
be more reasonable than to protect the 
deposits guaranteed by the American 
taxpayers from risky investments? 
That went down to defeat. 

Other reasonable compromises were 
turned down. The amendment of the 
gentleman from Massachusetts [Mr. 
KENNEDY], which is an amendment 
which called for greater enforcement of 
the Community Reinvestment Act. The 
Community Reinvestment Act is a 
unique American approach that re
quires that banks act responsibly in 
their lending policies and lend to com
munities that normally do not attract 
investments, that banks recognize that 
they are in partnership with the peo
ple. 

American banks are unique. Some of 
them complain about the Community 
Reinvestment Act. There is nothing 
like that imposed on Japanese banks, 
nothing like that imposed on the banks 
of West Germany. Of course, there is 
not. But the banks in West Germany do 
not receive a single penny in guaran
tees from the people. Deposits are not 
guaranteed in West Germany. Nothing 
is allocated by the Government to 
cover the deposits that are in banks. 

They have insurance that they work 
out themselves privately, but they do 

not have any Government guarantees, 
no taxpayer guarantees. In Japan they 
have limited guarantees up to an 
amount, I think of like $14,000. 

In England they have very limited 
guarantees, a certain small percentage 
of the total amount deposited. Nobody 
has guarantees which, again, reach 
$100,000 per depositor or all of the other 
accouterments and frills that allow 
people in banks too big to fail to have 
an unlimited amount of guarantees. 

0 2020 
So the banks in America, U.S. banks, 

have a special subsidy. They have a 
very special relationship with the peo
ple. They are in partnership with the 
people. If a bank decided it wanted to 
be strictly capitalistic, strictly pri
vate, give up its deposits, its guaran
teed deposits, it will go out of business 
in a few months because very few peo
ple are going to deposit in a bank that 
does not have a guaranteed Federal de
posit if there are other banks that do 
have it. 

So their business is dependent on the 
American people. It is in partnership 
with the American people. Therefore, it 
is not unreasonable to ask them to as
sume certain responsibilities. Let us 
have a partnership. We recognize that 
we have been blackmailed. We are 
going to have to pay the $70 billion. In 
exchange for the $70 billion, at least 
give us what the Kennedy amendment 
asks. It does not ask for very much. 
The Kennedy amendment calls for sim
ple matters like steps to improve en
forcement of the law without burden
ing law-abiding lenders. It would re
quire the large banks seeking inter
state powers to have a satisfactory 
community lending record. It would 
make specific commitments to main
tain and approve that record. The bank 
must make specific commitments. 

Also it would require the establishing 
of prompt corrective action procedures 
to enforce the laws when they were vio
lated. It would require the use of lend
ing data when assembling the bank's 
lending record. It would require the es
tablishment of fair lending procedure 
and testing procedure for that fair 
lending procedure. It was all very sim
ple no-cost-to-the-Government and no
cost-to-the-banks steps that would put 
teeth in the Community Reinvestment 
Act, which has existed for more than 25 
years, and the banks treat it as a joke. 
The Community Reinvestment Act, 
CRA, that is a big joke. That is some
thing we have to do paperwork for but 
we never do anything in substance for. 

Fulfilling their public obligation, 
recognizing that they are in partner
ship with the very people they are 
being asked to help, would have been a 
reasonable action by the banks and the 
banking interests that defeated the 
Kennedy amendment. CRA is now a 
joke. As I close, I want to emphasize 
that here is an area where, if we are 

going to have new action by the House, 
and we are going to have to have it, 
here is an area where I beg of the 
banks, the financial community, to act 
responsibly and recognize their obliga
tion to give something back to the tax
payers who operate in partnership with 
them by guaranteeing their deposits. 
Unlike foreign banks, they have guar
anteed deposits, so we would like them 
to guarantee a real benefit flows back 
to the community through the Commu
nity Reinvestment Act. 

I have a proposal specifically which I 
would like to submit for the RECORD 
being offered to the New York State 
community reinvestment fund, calling 
for the creation of a $1 billion New 
York community reinvestment fund. 
New York State banks are worth more 
than $130 billion, their assets alto
gether, so it is no problem for them to 
create a $1 billion community reinvest
ment fund. I did not say $1 billion per 
year. The fund would turn over. The 
fund would be a lending fund. The fund 
is not giving away anything to any
body. 

Mr. Speaker, I include for the 
RECORD a proposal for the establish
ment of a billion dollar New York 
State Community Reinvestment Fund, 
as follows: 
PROPOSAL FOR THE ESTABLISHMENT OF A BIL

LION DOLLAR NEW YORK STATE COMMUNITY 
REINVESTMENT FUND OFFERED BY CON
GRESSMAN MAJOR R. OWENS 

INTRODUCTION AND BASIC ASSUMPTIONS 

The Savings and Loan debate is now a fact 
of American life with devastating con
sequences for the economy. There is no way 
to avoid widespread damage. It is possible, 
however, to accentuate the positive and put 
forward a new initiative from the American 
financial community: Let's set an example 
for the rest of the nation. The Governor 
should undertake this task using his influ
ence to encourage the banking community 
to take a high road moral leadership re
sponse, no legislation or executive order 
should be needed. 

The voters and the general public are be
coming more and more aware of the unique 
status of the banking business in the U.S. 
Taxpayer guaranteed federal deposit insur
ance places this industry in a partnership po
sition with the public. Any bank which loses 
its government deposit insurance guarantees 
w111 be immediately placed at a competitive 
disadvantage and w111 not be likely to sur
vive. A full undertaking of this public part
nership situation w111 generate even more 
public scrutiny and voter dissatisfaction. 

In the global market-place there are no 
government deposit insurance guarantees 
nearly as generous as those provided by the 
U.S. taxpayers. West Germany has no gov
ernment deposit insurance for banks. 

The wimpish enforcement of the Commu
nity Reinvestment (CRA) Act which requires 
banks to invest in the communities where 
they are located has made CRA a bit of a 
joke. This same CRA, however, can serve as 
a kingpin in the protection of the banking 
industry from the wrath of the American 
Taxpayers. In New York State, since its in
ception not very much has been invested in 
the CRA by any of the institutions covered 
by the law. 

One problem has been the micro-invest
ment approach and the Balkanization of the 
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definition of "community" . It would be more 
useful and relevent to define New York State 
and or New York City or Buffalo as "Com
munities" instead of limiting the concept to 
a neighborhood served by a local bank 
branch. 

People in New York City, for example, 
clearly do not necessarily bank where they 
live. They are more likely to have banking 
accounts in the area near their work-place. 
The wealth collectively accumulated by the 
banks of New York City is derived from the 
dynamics of the total City economy and thus 
the City as a whole should be treated as the 
"Community" for the purposes of the Com
munity Reinvestment Act. 

Accepting a "Macro" approach to CRA in
stead of the traditional and obsolete " Micro" 
approach means that all banks have a re
sponsibility for all of the neighborhoods of 
the City. The few smaller banks which have 
been left with branches in the poverty areas 
should not have the full responsibility for 
CRA dumped on them. An approach which 
establishes a state wide and/or citywide com
munity reinvestment fund would be a far 
more workable approach. Only a Governor 
Cuomo or a Mayor Dinkins or a Felix 
Rohaytyn or all three together could provide 
the kind of leadership necessary to launch 
such a fund. 

BASIC FEATURES OF FUND 

Call upon all the banks in New York State 
whose deposits are guaranteed by Federal in
surance to participate in the establishment 
of a Billion Dollar Community Reinvestment 
Fund. Each could contribute a percentage 
consistent with their total assets. 

Funds would be allocated to the designated 
Poverty areas of the state in accordance 
with their percentage of the state's poor pop
ulation. 

In addition to the start up amount one 
tenth of the fund (100 Million dollars) would 
be added each year. 

The fund would be authorized to annually 
expend one tenth of its resources for grants 
to CBO's for children's recreation/remedi
ation programs to facilitate the establish
ment of at least one such recreation/remedi
ation program within walking distance for 
every school age child. (This means the num
ber of Elementary Schools in each des
ignated poverty area.) 

The fund would be authorized to annually 
utilize a second tenth of its capital for loans 
to small businesses located in poverty areas 
and owned by residents of such areas or by 
persons affiliated with organizatipns bases in 
such areas. The interest rate should be no 
more than one half of the prevailing prime 
rate. 

The fund would be authorized to utilize the 
remainder of its capital for mortgages on low 
and moderate income rental housing units 
sponsored by individual developers affilatied 
with community based organizations or such 
organizations themselves. Mortgage interest 
rates should be no more than is necessary to 
cover administrative and processing costs. 
Developers would be required to rent units at 
a cost to the tenants of no more than 25% 
above the maximum rates charged by ~e 
New York City Housing Authority. Ten year 
options to purchase their apartments should 
be offered to tenants. 

AMPLIFICATION OF PLAN FOR MORTGAGE FOR 
LOW AND MODERATE INCOME RENTAL HOUSING 

The Billion Dollar Community Reinvest
ment Fund must be more flexible than simi
lar government programs. While maintain
ing sound processes and procedures, it must 
recognize its unique mission: to provide 

needed housing through local ownership and 
development. Greater risks must be taken 
and the traditional rules must be adjusted. 

Community roots must always be a prior
ity consideration in granting mortgages. 
Since churches are the most stable, long 
term institutions within the poverty areas, 
churches must be aggressively encouraged to 
participate in housing development. 

Joint ventures which utilize other govern
ment and private funds must be encouraged. 
Membership in citywide associations and 
consortiums for training, technical assist
ance, accounting, etc. must be required. 

For each poverty area two or three entities 
should be designated to administer the fund 
utilizing local banks and private consultants 
as needed. 

AMPLIFICATION OF PLAN FOR POVERTY AREA 
SMALL BUSINESS LOANS 

Flexibility and risk taking must be the 
rule if the Billion Dollar Community Rein
vestment Fund is to make a significant im
pact. SBA and a few other programs with 
rigid loan and credit rules should not be imi
tated. 

Community roots should be the priority 
consideration when bending the rules. Such 
"roots" must translate into support for the 
local business person. The Church or the 
Lodge should be willing to invest also or sign 
Contracts for Business, etc. 

"Necessity" services and retailers should 
be given priority in the allocation of loans. 
While no ventures should be automatically 
ruled out, those related to food, clothing, 
shelter, transportation, child care, etc. 
should be favored. 

Persons who are members of group efforts 
and consortiums which provide necessary 
technical assistance, bulk purchasing, adver
tising, etc. should receive priority consider
ation. 
AMPLIFICATION OF PLAN FOR GRANTS TO CHIL

DREN'S RECREATION/REMEDIATION PROGRAMS 

Diverse grants which are not loans or in
vestment are needed to stimulate changes in 
the non-physical environment of the poverty 
areas. Although government is better pre
pared for this task than the private sector, 
the Billion Dollar Community Reinvestment 
Fund can be an important source of "core" 
funding which guarantees the life of strug
gling Community based organizations. Crime 
prevention activities and education remedi
ation are the highest program priorities for 
these communities. Both targets involve in
tense work with youth. 

To avoid the obviously reoccurring prob
lems of financial and administrative difficul
ties, "Prime Contracts" with large Commu
nity Based organizations should be utilized. 
Such entities would then "sub-Contract" to 
groups which are even closer to the target 
populations. The "prime contractors" would 
guarantee that taxes are paid and appro
priate records are kept since the "prime con
tractors" with a critical mass of funding 
would be able to hire the quantity and qual
ity of final personnel necessary. 

Small Community based organizations 
have generally demonstrated their effective
ness in recruiting those in greatest need and 
in providing sound and continuing program 
activities. If they are kept free of fiscal 
record keeping responsibilities they will 
probably perform even better. 
SPECIAL PROPOSAL FOR CHURCHES TO UTILIZE 

THE BILLION DOLLAR COMMUNITY REINVEST
MENT FUND TO EARN PROFITS FROM THE NYC 
TOURISM INDUSTRY 

The one NYC industry that is presently 
growing and destined to grow even more in 

the future is the New York Tourism Indus
try. Although the City has been given a bad 
image within the boundaries of the nation, 
foreigners still want very much to see New 
York and they have been greatly encouraged 
by the drop in the value of the dollar which 
makes their money worth more in our econ
omy. At this very moment foreigners are fill
ing the hotels in New York City. 

There are also many Americans who still 
want to see New York at sometime before 
they die. Certainly there are a large number 
of African Americans who would visit the 
city if the hotel costs were not so high. 
There are also many persons and delegations 
in the Eastern European countries and in 
third world countries who would like to visit 
New York but find the cost of lodging too 
high. Many church groups refuse to come to 
New York for this same reason. 

The proposition offered here is the follow
ing: 

Churches should become sponsors for low 
cost lodging for visiting groups and families. 
After facilitating the construction of such 
facilities church representatives would work 
to guarantee that they are always full. 

The Help I family housing for the homeless 
which was pioneered by Andrew Cuomo could 
serve as a model for such low-cost tourist 
lodging. 

People traveling in groups and delegations 
do not mind sharing bathrooms and kitch
ens. 

The economy of the city would greatly 
benefit by bringing in tourists who are not 
members of that jet-set or business class 
able to pay high costs for hotels. These fam
ily and group tourists would spend a greater 
share of their funds in shops, restaurants and 
entertainment establishments. The City gov
ernment should therefore participate in the 
development of such "Church Tourist Cen
ters." 

Each church sponsor would have the right 
to reserve its facility for its own activities 
when needed: choir festivals, conventions, 
convocations, etc. 

To guarantee ongoing professional Man
agement churches could contract for experi
enced expert services. 

If ten churches bought ten facilities on
line at the same time, obvious economies 
could be realized in both construction and 
operations. 

Some churches may experiment by using 
their facilities to house the homeless during 
the coldest period of the year (December to 
March) and then return to tourist accom
modations for the remainder of the year. The 
City would pay at the same rate as private 
groups. 

Numerous jobs as service people would be 
generated within the "Church Tourist Cen
ter." Surrounding areas would also benefit 
since restaurants and shops would be patron
ized extensively. 

The capital needed to build a "Church 
Tourist Center" would be considerable. Only 
a source like the Billion Dollar Reinvest
ment Fund could provide the financing for a 
series of such projects. 

NOVEMBER 1990. 
The Sl billion Community Reinvest

ment Fund has several parts. I will in
clude them in their entirety in the 
RECORD, but I would like to conclude 
by saying, let us be reasonable in the 
structuring of a new bill. Let us be rea
sonable in meeting the responsibilities 
and obligations of the financial com
munity, the banking community, to 
the American people. Let us add and 
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include these reasonable amendments. 
Let us be reasonable in the establish
ment of a procedure which recognizes 
the dignity and the responsibility of 
every House Member. 

If we are going to be responsible for 
an obligation of $70 billion, we would 
like to have some time to state our po
sition on the floor. The Democratic 
leadership, it seems to me, can do no 
less. If we want to prove this body, let 
us do something significant which will 
certainly move the body's image for
ward, and not worry so much about 
trivial reforms which are being pro
moted by trivial people. 

I hope that when the new bill returns 
every Member would at least have 5 
minutes to state his opinions, if they 
want to state them, on a bill which ob
ligates the American taxpayers for $70 
billion. 

FARM CREDIT SYSTEM 
The SPEAKER pro tempore. Under a 

previous rule of the House, the gen
tleman from Mississippi [Mr. ESPY] is 
recognized for 60 minutes. 

Mr. ESPY. Mr. Speaker, I take this 
time tonight, along with colleagues 
from Mississippi, Alabama, and perhaps 
Louisiana, to discuss a situation that 
affects farmer borrowers and rancher 
borrowers in our three affected States, 
Mississippi, Louisiana, and Alabama, 
who, if a certain bill which will be con
sidered tomorrow under suspension 
passes, will be asked and indeed forced 
to merge their interests and their cap
ital that they have accumulated in a 
bank called Federal Intermediate Cred
it Bank with another unspecified bank. 

Now, this special order will get sort 
of technical, I suppose. It is full of 
acronyms. I suppose generally it can be 
reduced to one catch word or one slo
gan. It is called "heck, no, we won't 
go." These rancher borrowers and these 
farmer borrowers in these three af
fected States do not want to merge 
with this one unspecified institution. 
They have litigated this issue, they 
have won, and they do not want to be 
forced to merge and lose their property 
without due process of law. 

This bank that we will discuss to
night is a sound bank. It is secure. It is 
under no threat of liquidation or loss of 
funds. So with my colleagues tonight I 
would like to discuss the genesis of this 
issue, the history of this bank, and if I 
can, Mr. Speaker, not take the entire 
hour but to use some of my time to in
sert into the RECORD a compromise po
sition that this Member, as a member 
of the subcommittee, as a member of 
the full committee, and as an inter
ested Member who has the interests of 
his constituents in mind, has submit
ted to the two sides in hopes that we 
can get some action on it. 

What is the problem? The problem, 
Mr. Speaker, is that in the 1980's we 
saw widespread misuse of a farm credit 

system. Farmers and ranchers were en
couraged to buy more land, plant more 
acreage, and buy bigger and better 
equipment and to pay off their loans by 
borrowing more and more money. It re
sulted in a farm crisis that we continue 
to battle today. 

In an effort to curb these unsound fi
nancial practices the Congress in 1987 
passed something that we call The Ag
riculture Credit Act of 1987. The em
phasis of this bill was to reduce the 
overhead cost and to strengthen the 
long-term financial viability of the 
farm credit system by consolidating 
the Federal intermediate credit banks 
and the Federal land banks in each dis
trict. 

There is a section called section 14 of 
the same Agriculture Credit Act of 1987 
which mandated the merger of the Fed
eral intermediate credit bank and the 
Federal land bank in each of the 12 
farm credit districts throughout the 
United States. The mergers were to 
take place within 6 months after the 
enactment of the law which was en
acted on July 6, 1988. 

0 2030 
The banks created by this same sec

tion 410, these mergers once merged, 
are to be called farm credit banks, and 
they are to handle both short-term and 
long-term lending to farmers and 
ranchers within this entire Farm Cred
it System. 

The 1987 act did not include the man
dated consolidation of the 12 farm cred
it districts called for in the earlier 
House version of the legislation. How
ever, the act does provide a framework 
by which interdistrict mergers should 
occur. 

Mr. Speaker, the whole issue is in
volved with one of local control. The 
entire issue involves one of consolida
tion which was a very contentious mat
ter during the 1987 congressional de
bate, and the Congress, to its credit, 
reached a middle-ground position. I 
think that what we crafted was finely 
crafted and a delicate compromise. 

In 11 of the 12 farm credit districts, 
the merger creation of these farm cred
it banks under this same section 410 
took place, and these mergers in these 
11 FCB's took place on schedule. How
ever, the Farm Credit Administration 
failed to charter a farm credit bank in 
the Jackson district, and the Jackson 
district involves the territories, the 
States of Alabama, Louisiana, and Mis
sissippi, and it failed to charter a Jack
son district FCB, because the Farm 
Credit Assistance Board had decided to 
place this same Jackson Federal Land 
Bank into receivership. 

Well, we were not exactly sure what 
happened, Mr. Speaker, so certain 
Members from these affected States in 
Alabama, Mississippi, and Louisiana 
asked that the GAO, the General Ac
counting Office, take a look at this and 
tell us what happened. A report was re-

turned after a lot of study which basi
cally said that the decision of this 
Farm Credit Assistance Board was 
based on "unsupported or inappropri
ate economic assumptions." So the re
sult of this decision, and by this Mem
ber's opinion, a premature decision, 
caused an anomaly that has resulted in 
a situation that we are discussing to
night and which has yet to be resolved. 

The Jackson Federal Intermediate 
Credit Bank, the FICB, nevertheless, 
tried to remedy this situation during 
1988 and 1989 by looking for a farm 
credit bank to be a voluntary merger 
partner. Meanwhile, early in 1989, the 
Farm Credit Administration approved 
a sale of a number of long-term loans 
in the Jackson FICB in receivership to 
the Texas Farm Credit Bank at the 
same time amending the Texas bank's 
charter to permit it to make new long
term loans in the Jackson district. In 
issuing that charter extension, the 
Farm Credit Administration split the 
long-term and short-term lending au
thority in the farm credit district be
tween banks based in different dis
tricts. 

Then in the spring of 1989, the same 
Farm Credit Administration inter
rupted the Jackson FICB. It inter
rupted their voluntary merger process 
and instructed it to merge with the 
Texas Farm Credit Bank under this 
same section 410 of the 1987 act using 
the legal theory that the Texas bank 
was a functional equivalent of a Fed
eral land bank in the Jackson district. 
Well, these folks from FICB objected, 
and they went to court, and they suc
cessfully appealed this Farm Credit 
Administration's edict to the courts. 

In February 1991, the U.S. Court of 
Appeals for the Fourth Circuit ruled 
definitively, Mr. Speaker, that section 
410 of the 1987 act did not give the 
Farm Credit Administration the au
thority to force this merger, to force 
this consolidation of the two separate 
farm credit districts. 

So that, in effect, leads us to this 
point, leads us to this certain matter of 
controversy which I believe should not 
be brought up under a suspension the
ory. In an effort to correct what is an 
admitted anomaly, an aberration, the 
House Committee on Agriculture, of 
which I am a proud member, has in
cluded in H.R. 3289, which we will con
sider tomorrow on suspension of the 
rules, a section of language which, 
again, mandates the merger of this re
maining Federal Intermediate Credit 
Bank. 

The staff explanation of this section 
401, as drafted, is that this section 410 
is intended to complete the merger of 
all FICB's and FLB's into FOB's man
dated under section 410 of the 1987 act. 

But let us be honest, Mr. Speaker, 
since the Jackson district, again which 
encompasses territories of Mississippi, 
Louisiana, and Alabama, since the 
Jackson district is the only district 
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0 2040 currently without a section 410 farm 

credit bank, it is clear that the H.R. 
3298 provision is addressed only and 
solely to the Jackson situation. Sec
tion 401 would accomplish its objective 
by requiring the Farm Credit Adminis
tration within 1 year after enactment 
to order the merger of the Jackson 
Federal Intermediate Credit Bank with 
the Farm Credit Bank located in one of 
the other 11 farm credit districts, but, 
again, Mr. Speaker, let us be honest. 
The clear effect of the bill is to man
date the consolidation of two farm 
credit districts which in 1987 Congress 
rejected the idea of this mandatory 
interdistrict merger and rejected the 
idea of forced consolidation of dis
tricts. 

In 1991 the Fourth Circuit Court of 
Appeals did the same. 

So we are overturning decisions 
reached by the Fourth Circuit Court of 
Appeals, and we are going back and 
overturning something that this body 
did in 1987. 

What we need is a meaningful vote. 
Under H.R. 3298, the farmer borrowers 
of the two banks named in the Farm 
Credit Administration's order can have 
input into the terms of the merger, but 
if they cannot agree on the terms, then 
the Farm Credit Administration would 
design the merger plan as well. 

While the staff explanation indicates 
that the provision for direct farmer 
borrower input is necessary to the ef
fective and fair completion of this 
process, a proposition that I endorse 
and concur with, under the terms of 
the bill, if the borrowers in the two dis
tricts cannot agree on the terms of the 
merger plan, their input can be ignored 
completely. So these same farmer bor
rowers, these same rancher borrowers 
from Alabama, Mississippi, and Louisi
ana, these same folks that have la
bored, borrowing and investing in the 
Jackson FICB, if they are forced to 
merge with an unspecified bank, their 
input can only be as to the terms of the 
merger, the merger plan, not the merg
er partner, and if they disagree even 
with the merger plan, it seems as if 
they will not have a meaningful vote. 

Over the last 2lh years, the farmer 
borrowers of both the Jackson FICB 
and the Texas Farm Credit Bank have 
paid colossal amounts for lawsuits, co
lossal amounts for lawyers, colossal 
amounts for lobbyists in an effort to 
make sure that their rights under the 
law are secure. 

Section 401 of the bill overturns the 
court of appeals ruling that a forced 
interdistrict merger is illegal. 

For this reason, Mr. Speaker, I do 
not believe that section 401 upholds the 
rights of the farmer borrowers of the 
institutions in the States of Louisiana, 
Alabama, and Mississippi, and I am not 
the only Member who tends to hold 
this position. 

Mr. Speaker, I yield to my distin
guished colleague, the gentleman from 
Mississippi [Mr. PARKER]. 

Mr. PARKER. Mr. Speaker, I thank 
my friend for yielding. 

I also thank my colleague from Mis
sissippi for arranging this special 
order. 

Mr. Speaker, it is with mixed feelings 
that I rise today to oppose this meas
ure. I believe that it is imperative that 
we restore the financial stability of the 
Farm Credit System. Without this 
body taking preventive steps at this 
time, the Farm Credit System, which 
our farmers depend upon, will be in the 
same situation that savings and loans 
business, and the banking industry, 
now find themselves in. However, in
cluded in this worthwhile legislation is 
language that would give the Farm 
Credit Administration the authority to 
require a merger for any Federal inter
mediate credit bank that has not 
merged with the Federal land bank 
serving that same district. 

As we all know, this provision only 
applies to the Federal Intermediate 
Credit Bank in the Fifth Farm Credit 
District, located in Jackson, MS, my 
congressional district. We would not be 
discussing this issue had the FICB of 
Jackson had a merger partner back in 
the late 1980's. Their merger partner 
did not exist because it was placed into 
receivership and later liquidated. The 
Farm Credit Bank of Texas subse
quently bought most of the assets of 
the failed Federal land bank-and then 
sought a merger with the FICB of 
Jackson. The FICB rejected the pro
posal over the Farm Credit Adminis
tration's directive. The Fourth Circuit 
Court of Appeals ultimately agreed 
that the FCA could not force such a 
merger. 

However, now we have come back to 
address this issue. In the other body, 
they have refused to attach the Jack
son FICB issue to this legislation. I 
think we should do the same-this leg
islation is not one on which this issue 
should be attached. 

There have been several proposals of
fered to resolve the problem of the 
FICB in Jackson. One proposal would 
allow the Jackson FICB to continue to 
exist to provide short-term lending, 
while also allowing the Farm Credit 
Bank of Texas to provide the long-term 
lending. This proposal would maintain 
the status quo. Since I have not had 
one case where a farmer came to me 
saying he could not get financing be
cause of this division, this proposal 
seems workable. However, I think that 
any proposal of this type, including the 
merger that would be mandated by this 
bill, should be determined by the Jack
son FICB stockholders vote. 

The action that this bill would at
tempt to take amounts to nothing less 
than a shotgun wedding. Although one 
party is willing, the other is not. Of 
course, the willing party has a lot more 
to gain from the merger than the 
non willing party. I do not think that 
this shotgun marriage should come at 
the end of this body's gun. 

Mr. Speaker, I thank the gentleman 
for yielding to me and I appreciate the 
hard work he has put into this matter 
for the benefit of our State and the 
farmers of our State. 

Mr. ESPY. Mr. Speaker, I thank the 
gentleman for participating. I applaud 
the gentleman for his remarks and as
sociate myself with the things that he 
said. 

The gentleman is vitally interested 
in this because it is physically located 
in the gentleman's district. 

Also the gentleman said something 
that I would like to reiterate, and it is 
that the Members of the other body 
have also weighed in on this matter, 
and they have suggested in the other 
body that they do not consider this 
particular issue to be germane to the 
bill that we will be considering in con
ference. They have indicated that it is 
their intent not to consider in con
ference this particular section 410. 

Therefore, I would agree with them 
that perhaps it is germane, but it is not 
appropriate at this time. 

Also the gentleman mentioned the 
fact that in this particular Member's 
district, I have researched this issue 
very thoroughly and I have talked to 
farmer borrowers and rancher borrow
ers from both the Texas Federal Land 
Bank and the Jackson Federal Inter
mediate Credit Bank, and it must be 
said here tonight that the borrowers 
and investors in both institutions re
port to us that both institutions are 
sound and that both institutions ade
quately service their members; so with 
regard to the Jackson Bank, no one 
here and no one in this entire discus
sion has ever suggested that they are 
in jeopardy, that the members in Ala
bama, Louisiana, and Mississippi are 
not being adequately serviced. 

Mr. PARKER. Mr. Speaker, will the 
gentleman yield further? 

Mr. ESPY. Yes, I yield to the gen
tleman from Mississippi. 

Mr. PARKER. Mr. Speaker, that 
point needs to be made very well. The 
system in Mississippi is extremely 
sound. Everyone in Mississippi knows 
that. It is one reason that Texas wants 
it so badly. 

There is one point, and I have tried 
to remain as civil as I could possibly be 
about this whole scenario and how 
things have worked, but it really both
ers me a great deal when all of a sud
den I get information from Texas say
ing, "Listen, we charge less interest 
than they do in Mississippi." 

Now, I do not know who they think 
we are. I do not know if they think we 
are stupid, or what; but I will tell you 
this. Whenever you check those 
records, all of a sudden you find in 
Texas that they are loaning money on 
land which is collateralized, and in 
Mississippi we are loaning money for 
production. Of course you can loan 
money cheaper for collateralized prop-
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erty. That loan is collateralized. It is a 
cheaper rate. 

So it bothers me a great deal when 
all of a sudden this information, some 
of it is not quite up to par, and is 
brought to us and they say, "We want 
you to base your decision on that." 

Mr. Speaker, I hope we remain civil 
throughout all this, and I thank the 
gentleman for yielding to me. 

Mr. ESPY. Mr. Speaker, I thank the 
gentleman for his contribution. 

Mr. HARRIS. Mr. Speaker, will the 
gentleman yield? 

Mr. ESPY. Yes, I yield to the distin
guished gentleman from the State of 
Alabama. 

Mr. HARRIS. Mr. Speaker, I thank 
the gentleman for yielding. I certainly 
want to associate myself with the gen
tleman's remarks. I know the gen
tleman has worked very hard on this 
issue and a lot of us have worked with 
the gentleman on it. It seems like for 
at least the last 2 years that we have 
worked back and forth, hopefully try
ing to reach some settlement or resolu
tion of the problem. 

I know the gentleman feels the same 
as I do, that certainly we want to see 
that our farmer borrowers get the best 
interest rates that they can. That has 
been the bottom line with me in what
ever we do, that it be in the best inter
ests of our farmers. 

But you know, one thing, and the 
gentleman touched on it and I would 
ask the gentleman, the FICB in Jack
son, as I understand it, is one of the 
strongest banks in the United States; 
is that correct? 

Mr. ESPY. It is my understanding 
that the Jackson-based FICB is a 
sound, solid, safe institution. 

Mr. HARRIS. I further understand 
that there is about $80 million in assets 
that the bank has; is that true? 

Mr. ESPY. To this gentleman's un
derstanding, it is somewhere in that 
neighborhood. 

Mr. HARRIS. Having studied the par
ticular legislation before us. H.R. 3298, 
and of course I share the gentleman's 
thoughts and certainly oppose this leg
islation with him, but the vote that 
the stockholder borrowers are allowed, 
if I understand the gentleman cor
rectly, is not on the merger itself; is 
that correct? 

Mr. ESPY. It is my understanding 
under the terms of this particular bill, 
the Farm Credit Administration has, if 
you will, the trump card of choosing 
the merger partner. If the affected 
stockholder borrowers of this FICB dis
agree, their disagreement can only go 
to the terms of the merger agreement, 
not the identification of the merger 
partner. Even if they cannot agree on 
the terms of the agreement, then vir
tually their objection or their concerns 
really carry very little weight. 

Mr. HARRIS. Mr. Speaker, if the gen
tleman will yield further, I know that 
the farmer borrowers that I have 
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talked with in my district, of course 
they feel like they should have a vote 
on the merger, that the bylaws provide 
for a vote and they feel they should 
have a vote and that it is almost like 
taking your property without due proc
ess. Of course, they have sought due 
process. They have been through two 
courts, the Federal district court and 
the Fourth Circuit Court of Appeals. Of 
course, they won in the fourth circuit. 

So I just want to ask our colleagues 
to look at this issue very closely. It is 
something very important to Alabama, 
Mississippi, and Louisiana. We just feel 
like our stockholder borrowers are en
titled to a vote that counts and not one 
that is after the fact. 

Mr. Speaker, I thank the gentleman 
for taking this special order tonight. I 
think it is a critical issue and I think 
the solution that the gentleman has of
fered that our good friend, the gen
tleman from Mississippi [Mr. PARKER] 
spoke of, certainly would be it sounds 
to me a good resolution of this prob
lem. 

Mr. ESPY. Mr. Speaker, I thank the 
gentleman for participating. 

The gentleman also realizes by his 
presence and his participation that this 
is a contentious and a controversial 
issue. Under the rules of this House, if 
this body considers something on sus
pension of the rules, it is likely that 
the matters considered under that sys
tem are not controversial or are not 
contentious and must require a two
thirds vote of this body. 

By our presence and by our discus
sion here tonight, anyone could deduce 
that this issue does carry some concern 
with certain Members in this House, 
particularly those from our affected 
States and therefore should not come 
under the suspension of the rules. 

Mr. Speaker, I would like to talk 
about alternatives and I would like to 
talk about a compromise. 

The borrowers of the Federal Inter
mediate Credit Bank of Jackson and its 
associations deserve a resolution that 
has the benefit of full discussion, the 
benefit of full consideration, and the 
benefit of full debate. However, hear
ings on this issue have never been held 
and solutions have never been dis
cussed in an appropriate committee 
hearing or subcommittee hearing. 

0 2050 
I believe that the farmer-borrowers 

of the affected institutions are entitled 
to a meaningful stockholder vote both 
on the identity of a merger partner and 
on the terms of a merger plan. So 
therefore, Mr. Speaker, as a result, this 
member has drafted an alternative res
olution to section 410. The alternative 
would more fairly and responsibly 
apply section 410 of the 1987 act to the 
Federal Intermediate Credit Bank of 
Jackson. 

In summary, it would apply section 
410 to Jackson by chartering the only 

Jackson district bank still in oper
ation, the Federal Intermediate Credit 
Bank of Jackson, as the 12th farm cred
it bank under section 410, the Federal 
Farm Credit Bank of Jackson. This 
will establish the last of 12 farm credit 
banks called for in the 1987 legislation, 
and it would in effect close the hole 
now existing from the earlier legisla
tion. It will retain the essential ele
ment of Congress' agreement in 1987 
that further consolidation of the 12 
farm credit districts be done on a 
strictly consensual basis, only after a 
binding stockholder vote. The alter
native protects the Farm Credit Bank 
of Texas by limiting the Farm Credit 
Bank of Jackson to short-term lending 
authority only. 

Let me underscore that, Mr. Speaker, 
by saying that the Farm Credit Bank 
of Texas would be protected because 
the Farm Credit Bank of Jackson could 
only handle short-term loans. The new 
farm credit bank could handle short
and intermediate-term lending in the 
Jackson district, the same sort of au
thority it has had in the past and con
tinues to have now as an FICB. Con
versely, the Farm Credit Bank of Texas 
would retain its long-term lending au
thority and be limited to that lending 
authority in the Jackson district. 

Mr. Speaker, I would note that the 
resulting situation is not without 
precedent. Currently in the State of 
New Mexico the Farm Credit Bank of 
Texas provides short- and intermedi
ate-term lending services, and the 
Wichita Farm Credit Bank provides the 
long-term lending. 

Additionally, under the alternative, 
action on district consolidation or 
merger of the short-term Farm Credit 
Bank of Jackson with another farm 
credit bank would be left to the stock
holder-borrowers. Within 6 months 
after the FICB of Jackson is rechar
tered as a short-term farm credit bank, 
the Farm Credit Administration will 
conduct a referendum of all the stock
holder-borrowers of the Production 
Credit Associations and the Federal 
Land Bank Associations in the States 
of Alabama, Louisiana, and Mississippi 
to determine whether they favor con
solidation of the Jackson and Texas 
districts and the merger of the farm 
credit banks of Jackson and Texas. 

If the proposition is approved by both 
the PCA stockholders and by the FLBA 
stockholders, the same referendum will 
be held within 3 months among the 
stockholder-borrowers of the farm 
credit bank located in the Texas dis
trict. 

Mr. Speaker, if the referendum car
ries in Texas also, then the boards of 
directors and management of the banks 
involved must develop as soon as pos
sible a plan for consolidation of the 
Jackson and Texas districts and the 
merger of the two farm credit banks. 

The plan would have to include a pro
vision for equal representation of the 
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Jackson and Texas district on the 
board of directors of the merged bank 
for at least 10 years following the 
merger, along with other provisions to 
ensure efficient and effective deli very 
of credit and to promote the financial 
strength of the institutions in the con
solidated district. 

This is the outline of a proposed solu
tion, a compromise if you will, but it is 
strictly not written in stone. It is 
thrust on the table just to stimulate 
discussion, which I feel has been sorely 
lacking in this particular issue. 

The alternative would complete the 
section 410 process in the neutral fash
ion, putting an end to the need for fur
ther litigation, putting an end to the 
need for further action by Congress on 
what has turned out to be a locally 
contentious matter. 

At the least, it is an alternative that 
would allow the farmer-borrowers of all 
these affected States to decide for 
themselves the solution which is in 
their best interests, a proposition 
which I believe to be the only fair solu
tion. 

Mr. Speaker, let us not go to court 
any more, let us not use lobbyists any 
more, let us let this particular institu
tion help to facilitate a discussion be
tween the contesting parties in this 
matter and give the affected parties a 
vote that is meaningful. 

Mr. Speaker, folks in the Soviet 
Union now see the light of day in which 
they have a vote. Folks in the former 
Communist bloc nations in Eastern Eu
rope finally see the light of day and 
have entered a time where their vote 
has some meaning. Let us not deny it 
to the farmer-borrowers and the ranch
er-borrowers of Mississippi, Alabama, 
and Louisiana. 

Mr. Speaker, I include at this point 
in the RECORD a statement by the gen
tleman from Mississippi [Mr. MONT
GOMERY] in support of this proposition. 

The text of the statement referred to 
is as follows: 

Mr. MONTGOMERY. Mr. Speaker, I want to 
join with my colleague from Mississippi, MIKE 
ESPY, in expressing opposition to section 401 
of H.R. 3298. The provision mandates the 
merger of the Federal Intermediate Credit 
Bank of Jackson with an unspecified farm 
credit bank, and gives the Farm Credit Admin
istration option to choose that bank. My feeling 
is that any action such as this should be taken 
only after a vote of the stockholders and bor
rowers who are most involved. 

I understand that the Federal Intermediate 
Credit Bank of Jackson is in fine fiscal shape. 
In fact, it is the best capitalized of all the 
banks in the farm credit system. Since being 
chartered 60 years ago, this bank has never 
received any financial assistance. It has done 
the job it was created to do, and today the 
bank is as strong financially as it has ever 
been. 

A recent assessment of the bank's financial 
situation showed that it is healthy and well
capitalized due to its long history of sound, 
safe management practices. 

That is why I must oppose the effort to in
clude this forced merger in H.R. 3298. The 
Jackson bank is in a sound fiscal position, so 
before Congress takes action to change 
things, I think we should hear from stockhold
ers/borrowers on the issue. 

The affected parties in the States of Mis
sissippi, Alabama, and Louisiana should have 
the same rights that their counterparts in every 
other farm credit district have. · 

Mr. ESPY has come up with compromise 
language that would be a workable solution, in 
my opinion. It would allow our Production 
Credit Associations to continue to make short
and intermediate-term loans and the Texas 
Farm Credit Bank would be allowed to make 
long-term loans. It also calls for a vote to be 
held to determine what the stockholders/bor
rowers think about the merger idea. 

I hope we will have the chance to consider 
the Espy language because it would bypass 
the need for more action in the courts or legis
lation in Congress on this issue. Without it, 1 
cannot support H.R. 3298. 

I want to again voice my support for the 
Espy substitute language and to commend 
him for taking the leadership role in trying to 
solve this problem. 

THE DECLINE OF THE MIDDLE 
CLASS AND THE ECONOMIC CRI
SIS IN THIS COUNTRY 
The SPEAKER pro tempore (Mr. 

BENNETT). Under a previous order of 
the House, the gentleman from Michi
gan [Mr. BONIOR] is recognized for 60 
minutes. 

Mr. BONIOR. I thank the Speaker. 
Mr. Speaker, I take the well this 

evening to talk about the decline of the 
middle class, the disparate numbers of 
the middle class as they relate to those 
who are the most fortunate in eco
nomic positions in our society, those at 
the very top, and then to talk a little 
bit about what this administration 
has-or I should say what this adminis
tration is not doing about this eco
nomic crisis that we have in the coun
try today. 

Let me begin, Mr. Speaker, by point
ing out to my colleagues a series of ar
ticles appearing in the Kinght-Ridder 
newspapers originating in the Philadel
phia Inquirer, authored by Donald 
Bartlett and James Steele, the award
winning investigative reporters for the 
Philadelphia Inquirer. 

The subject is the decline of the mid
dle class, how the game was rigged 
against the middle class, what went 
wrong, what happened in the 1980's to 
those in the middle, those at the bot
tom, and those at the top economically 
in our society. 

I am not going to read all of this be
cause it would take us many hours to 
digest it, to understand it, to discuss 
it. 

But I would just like to point out a 
couple of things to my colleag·ues this 
evening. 

What went wrong? Let me quote: 
The total amount of dollars and salaries 

funneled to the rich soared in the 1980s, as 

did the number of rich themselves. Mean
while the total dollars in wages that went to 
the middle class increased on the average of 
just 4 percent a year, or during the decade 44 
percent, barely enough to keep pace with in
flation. 

Actually, last year the median in
come family lost $500 over the previous 
year. 

Now we are talking about people who 
make between $20,000 and $50,000 a 
year. Let us move up the scale a little 
bit. Let us talk about increases in sala
ries of people earning $200,000 to $1 mil
lion a year, $200,000 to $1 million a 
year. Their increase was 697 percent 
during the 1980's, 697 percent. And if 
you go a step further, the increase in 
salaries of people earning more than $1 
million a year was 2,184 percent. The 
wealthy got wealthier, the middle class 
stayed the same or shrank, and the 
poor, as always, got poorer. 

The number of people in our middle 
class has shrunk dramatically in the 
last 12 years during the Reagan-Bush 
administrations. 

I would like to read one other thing 
before I get into the discussion of how 
this administration and their allies on 
this side of the aisle have addressed or 
failed to address this problem. This is 
an article by Senator CARL LEVIN 
called "Executive Pay Keeps Sky
rocketing." I would like to quote from 
it if I might. 

In the last ten years, executive pay at 
major American corporations has exploded. 
At the same time, rank and file workers, as 
a group, have faced massive lay-offs, cut
backs in pay and benefits, and a dramatic 
loss of well-paying jobs. 

The growing gap between executive and av
erage worker compensation threatens Amer
ican competitiveness, sours labor-manage
ment relations, and divides the American 
workforce. It is a trend that must be re
versed for the health of our economy and the 
strength of our political fabric. 

Statistics show the extent to which the 
pay of American chief executive officers 
(CEOs) is out of whack. First, CEOs pay in 
the United States far exceeds that of CEOs in 
any other country. 

CEO pay at a mid-sized company in Amer
ica ($250 million in assets) exceeds that of 
CEOs at the same size company in Japan by 
more than two times and in Australia and 
Sweden by almost three times. The disparity 
is even greater at the $1 billion plus compa
nies. 

Second, the growth in CEO pay far exceeds 
the pay growth for average American work
ers. For example, for 20 years, pay rates of 
CEOs, school-teachers, engineers, and fac
tory workers increased at about the same 
rate. Then the 1980s came along, and CEO 
pay abruptly, rapidly, and disproportion
ately took off. 

The pay gap between CEOs and average 
American workers has since almost tripled. 
In 1975, U.S. CEOs made about 34 times the 
pay of average American workers. Today, 
that figure exceeds 100. 

0 2100 
Mr. Speaker, the article goes on, and 

on, and on, and I think people get the 
point. The point is that the wealthy 
have been feeding at the trough and 
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getting wealthier, and . wealthier, and 
wealthier, and we do not deny people 
the ability to get wealthy in this coun
try. That is part of the American 
dream. But to the extent that it is 
reached, it has deformed the basic fab
ric, economic fabric, and fairness in 
our society today. 

Having said that, Mr. Speaker, let 
me, if I could, talk about what this ad
ministration has done or has failed to 
do to deal with this situation we have 
in the country, which I have in the 
State of Michigan, where almost a half 
a million people are out of work, can
not find a job. Three hundred thousand 
people a month in this society are ex
hausting unemployment benefits. The 
unemployment rate is officially at 6.8, 
but we all know it is hovering around 8 
percent because of the structural devi
ation in the formula. 

People are worried about unemploy
ment. Nineteen percent of the Amer
ican people in one poll, 20 in another 
poll, that say it is the No. 1 issue that 
is on their minds because they have 
someone in their home, some relative, 
or some neighbor who has lost their 
job, and these are hard-working, mid
dle-class people who punch a clock, eat 
at their desk, work overtime when 
they can, when they have work, have a 
second job, but are out of work today. 
There is a fear in the land, a fear in the 
land that it could happen to me, to the 
next-door neighbor, and it is a serious 
fear. 

Mr. Speaker, we have got to get mov
ing in this Congress and in this Gov
ernment. So much we can do here. The 
leadership downtown is instrumental 
in making sure we move. We on this 
side of the aisle, as Democrats, have 
said there are a number of things we 
have to do. 

First of all, we have got to take care 
of those people, middle-class-income 
workers in our society who have been 
thrown out of work through no fault of 
their own because of this prolonged and 
deep recession, provide them with ex
tended unemployment compensation. 
They paid for it, their employers and 
they. Through deferred compensation 
they have a fund. Eight point two bil
lion dollars in this fund to take care of 
their needs. It is there for this purpose. 
We have ten million of these people 
who need help, and we have a fund to 
take care of them, but we cannot get 
the administration and the President 
to sign the bill to do the job. 

Mr. Speaker, they say this recession 
is no big deal. The President says our 
bill is garbage. Darman says it just 
perpetuates the welfare system, a.nd 
on, and on, and on, more excuses, peo
ple suffer, they cannot pay their mort
gages, they cannot feed their kids, they 
cannot put 50 bucks uide for their fu
ture, for their child's education and 
their general future. And we have got 
the money sitting there to help them 
through this crisis. 

So, unemployment compensation 
benefits is a part of the solution, a 
small part, but an important part. The 
next part is putting this country to 
work again and rebuilding it: roads, 
bridges, highways, sewer systems, re
modeling our schools. We have done 
that. We passed a major transportation 
bill, another trust fund set-aside to do 
that, a $153 billion bill over 6 years 
that will put 2 million people to work. 

Mr. Speaker, the President threatens 
to veto that, but we are going to pass 
it. We have already passed it here. It 
has passed in the Senate. It is going to 
come back, and we are going to pass it 
out of conference and send it to the 
President just like we are going to do 
another unemployment bill this week. 

The third part of the program, and an 
important part, and that is to get 
money in the pockets of middle-class 
people, middle-income people, so that 
they can spend it, 50 bucks here, or 100 
bucks here, maybe a little downpay
ment on an automobile, maybe a little 
bit to spend in the hardware store, to 
get this economy bubbling up again. 

Henry Ford had a great idea. He de
cided to make automobiles, started an 
assembly line, produced these wonder
ful automobiles, but no one was buying 
them because no one had any money. 
He increased dramatically the salary of 
his workers, and that set a pattern 
across the country so that people start
ed to buy and the economy started to 
explode. 

We need to put tax dollars in the 
pockets of middle-income people so 
they can spend it, whether it is de
ferred for a rainy day, whether it is for 
savings, whether it is to get rid of debt, 
whether it is to put a downpayment on 
a home or automobile. That is what we 
have to do. 

Mr. Speaker, we have a plan to do 
that, and we will unveil it very soon in 
this House of Representatives and in 
this Congress. 

On the other hand, this administra
tion is consumed, consumed with for
eign policy, a.nd that is not to say the 
foreign policy does not have an impor
tant and, in some instances, prominent 
role to play in our everyday political, 
and cultural and government life in 
this country. It is an important aspect 
of what we do. But they are consumed 
with it. They forget about the people 
here at home. 

Mr. Speaker, the President can de
clare an emergency for the people of 
Bangladesh, for the Turks, for the Is
raelis, for the !Curds, provide them 
with billions of dollars. When it comes 
to Americans who are out of work, who 
need a little hand, it is not an emer
gency-"Can't take care of you." 

Mr. Speaker, it is time to start tak
ing care of our own. That is an impor
tant message. It is what the American 
people have been telling me, my col
leagues, for years now. It is the reason 
why HARRIS WOFFORD is going to beat 

Dick Thornburgh in Pennsylvania to
morrow, because he is talking about 
taking care of Americans. He is talking 
about health care for Americans. He is 
talking about tax cuts for middle-in
come people and not for these CEO's, 
and not for the wealthy who have 
reaped the benefits at the expense of 
everybody else during the 1980's. He is 
talking about getting rid of this debt 
that we have, personal, national. He is 
talking about things that make sense. 
HARRIS WOFFORD, a man who cares 
about people, a man who will be a great 
Senator. He may even be a great Presi
dent. Who knows? 

Let me talk to my colleagues, if I 
could, for just a second about tax cut 
fever. There is a piece that appeared in 
today's Washington Post by Rowland 
Evans and Robert Novak, and I would 
like to quote from it. "An irate Sen
ator PHIL GRAMM," a Senator from 
Texas; he used to serve here, glad he is 
in the other body-"shaken by the 
polls from Pennsylvania turned Thurs
day's weekly meeting of congressional 
leaders at the White House into an un
precedented exchange between Presi
dent Bush and his Republican lieuten
ants on Capitol Hill. 

0 2110 
What stunned GRAMM was the col

lapse of former Attorney General Dick 
Thornburgh's 44-point lead in Penn
sylvania's special election. Confiden
tial Republican surveys put him 2 
points behind. GRAMM blamed the econ
omy, the President's failure to take ag
gressive action, and Bush's advisers 
urging of passivity. Other GOP leaders, 
joined in, prompting the tart response 
by the President that the party's chief
tains in Congress are 'sunshine patri
ots.' " 

I am glad the President has decided 
not only to criticize Democrats, but to 
take shots at his own party leaders. 

"The extraordinary session defined 
the real shape of political affairs in 
Washington today." This is Evans and 
Novak. 

White House smugness, they say, has been 
replaced by icy fear, but without any reso
lute action planned. 

The Republicans are divided about whether 
to move for tax cuts now or wait until Janu
ary, and the President is torn between the 
opposing camps. 

The article goes on. 
Thursday's heated meeting was the climax 

of 2 weeks of backstage maneuvers. A ta.x
cuts-now offensive was launched inside the 
administration by the Cabinet's only dis
senter, Housing Secretary Jack Kemp, with 
cautious support from Vice President DAN 
QUAYLE. 

I underline "cautious." 
Bush reelection campaign chiefs, headed 

by Commerce Secretary Robert Mosbacher, 
also pressed for action. Nagged by Repub
lican fat cats, Bush seemed ready to move. 

But on Sunday, October 20, Senator Lloyd 
Bentsen of Texas, Democratic tax master in 
the Senate, unveiled his plan to give tax-
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payers $300 for every child. The next day the 
bond market went south in revulsion. 

Well, that is not surprising. When the 
bond market people and the people on 
Wall Street and the fat cats see that 
the middle class are going to get any
thing, they get revulsed. That is the 
way it has been during the last 12 years 
or 11 years, and that is the way I guess 
it will be until we change the formula 
around here. 

Back to the text of Evans and Novak. 
"That strengthened the hand of the 
Cabinet's leading antiaction advocate, 
Treasury Secretary Nicholas Brady, 
who fears tax-cut fever like the red 
death. From the hallowed inner sanc
tum of the Federal Reserve Bank came 
word that the central bankers pre
ferred caution," against middle income 
people. 

Not to be surprised. The bankers do 
not want the middle class to get a 
break either, right in there with the 
bond market people. 

With the tax cutters in seeming retreat, 
Fed Chairman Alan Greenspan last Monday 
signaled interest rate cuts ahead. White 
House sources sighed in relief, thinking that 
would take the pressure off and nothing 
would happen until the new year. 

But the battle was not over. Bush returned 
from Madrid Wednesday to go directly into 
an Oval House meeting on the economy, 
where Quayle advised him action was needed. 
Representative Vin Weber and Senator Rob
ert Kasten unveiled a tax cut package, the 
fearless Kemp personally on hand to endorse 
it. That night at a private Hay-Adams Hotel 
dinner for Republican wise men, a straw vote 
came out in favor of a pre-Christmas tax cut, 
though only narrowly. 

The next day at the White House, the 
inimitably pugnacious GRAMM, and he 
is pugnacious, I would agree with that, 
demanded action. He was backed by 
WEBER, KASTEN, and House minority 
whip NEWT GINGRICH of Georgia, blam
ing unnamed Presidential advisers for 
suppressing tax-cut fever. Everybody 
knew whom they meant: Brady, Chief 
of Staff John Sununu and Budget Di
rector Dick Darman. 

So what we see was the old fight we 
had last October when these fellows, 
the distinguished gentleman minority 
whip, Mr. GINGRICH, was in a real tussle 
and a real battle with Mr. Sununu and 
Mr. Darman, and they did not speak to 
each other for a period of time, and 
they were cussing out each other's plan 
to deal with the budget situation. It 
was a very, very tough time for these 
people. 

Well, they are back at it again. 
The advisers did not respond, but the 

President did. He harkened back to last 
year's budget agreement when Gingrich led a 
revolt against the Bush-backed tax increase. 
Would his Republicans, Bush asked, leave 
him in the lurch again? Would he end up 
vetoing a Democratic bill, while they would 
not support him? 

Next, Kasten candidly took issue with 
Bush's formulation that he must "govern" 
and could not play the political game full 
tilt until he announced his candidacy. Kas
ten, facing his owr tough fight for reelection 
in Wisconsin-

And no wonder why, he sides with the 
big bankers and the bond market peo
ple and all those folks-
Kasten, facing his own tough fight for reelec
tion in Wisconsin, argued forcefully that the 
campaign has already started and an un
knowing Bush is still on the sidelines. 

Still on the sidelines. Well, I suspect 
that Dick Thornburgh would probably 
agree with that. 

"What the President faces is not so 
simple as choosing between Congres
sional Republicans and his own advis
ers. At Thursday's meeting, House Mi
nority Leader Robert Michel displayed 
reluctance to support what was seem
ingly clear-cut party policy; a capital 
gains tax cut. Improbably," Evans and 
Novak says, "Michel claimed he never 
had found a businessman who liked the 
idea." 

I stopped when I read that, too. 
"Improbably, Michel claimed he 

never had found a businessman who 
liked the idea" of a capital gains tax 
cut. 

"Even Republicans who demand ac
tion are split on whether to balance 
campaign reductions with an upper 
bracket tax increase. Quayle says yes, 
Gramm absolutely no." 

The last paragraph of the article by 
Evans and Novak says, "Only George 
Bush can set a decisive course. But the 
resolute Commander in Chief of Desert 
Storms laurels seems weak and con
fused in the economic arena. At stake 
is not only the Nation's economic 
health but whether Bush follows 
Jimmy Carter as a one-term Presi
dent." 

David Broder, in this same news
paper, the Washington Post, has a col
umn that appeared on the 30th of last 
month called "Recession obsession." 

He starts off by saying "President 
Bush is learning the truth of the old 
adage, 'When the economy goes wrong, 
everything goes wrong.' 

"The sour, defensive tone of his last 
Washington news conference is the 
mirror image of the edgy, apprehensive 
tone of the voters I have been inter
viewing here in the self-styled Inland 
Empire," talking about California. 

"While Bush busies himself in Madrid 
resolving ancient enmities in the Mid
dle East, the residents of this county," 
San Bernardino County, "which Bush 
carried handily in 1988, stew about the 
loss of jobs, the rise of crime and the 
influx of drug gangs." 

The article goes on to say, 
What the American people need least at 

this moment is evidence that Washington 
does not know what to do about the situa
tion. And, unfortunately, that's just what 
they got from Bush's last press conference 
before heading overseas. With his economic 
advisers quarreling among themselves over 
the best course, Bush confessed he is puzzled 
by what to do. "What's needed? What will 
help? I am trying to sort that through." 

Fred Barnes, the Washington Times, 
October 22, an article entitled "Pesky 
Slump Thing." 

In the article, Mr. Barnes, a conserv
ative, says: 

The Bush administration has lost is cohe
sion. Mr. Bush is often testy, opening White 
House meetings with angry outbursts. Faced 
with domestic problems, he is unsure. The 
control he's displayed in crises overseas is 
absent. 

Mr. Bush bristles at the notion that he is 
a 'foreign policy President' who ignores do
mestic problems. 

On the economy he's torn between arguing 
everything is fine and everything isn't. On 
October 4 he argued both. 'The drop in unem
ployment is one more sign that the economy 
is strengthening,' he said. Later he added, 
"Let me be the first to say all is not well." 

At a September 2 EPC meeting, Eco
nomic Policy Council, Mr. Bush read 
the riot act. He said, "The credit 
crunch is real." He complained about 
overregulation. He said aides had as
sured him the credit problem was 
solved. "It's not solved," he asserted. 
"There is nothing coming from us 
about what we are going to do. There is 
nothing coming from us about what we 
are going to do." 

0 2120 
Amen. We know that. 
Hobart Rowen, the Washington Post, 

the 20th of October, I believe. The title 
of the article, "Bush's Nonpolicy Could 
Worsen the Recession." 

"A few wise old Republican hands, 
like Senate minority leader ROBERT 
DOLE, are looking for ways to offset the 
GOP's Uncle Scrooge image on this 
issue," talking about unemployment 
and help for the unemployed. 

"As part of the transparent-damage
limitation campaign, White House 
Chief of Staff John Sununu, who knows 
nothing about economics," this is Ho
bart Rowen, "but is supposed to know 
something about politics is master
minding a resurrection of Bush's cap
ital gains proposal. That, at least, is 
what Sununu implies in a Wall Street 
Journal interview. 

"Sununu regurgitates the deceptive 
notion that this bonanza for upper-in
come taxpayers will actually raise rev
enue. In the short run, that might help. 
Thus making the package, including 
other tax cuts, revenue neutral. But 
any economist worth the cost of his or 
her degree knows that Bush's capital 
gains proposal would lose money over 
the long run, adding to the Federal 
budget deficit. 

The business community, as a matter of 
fact, has been in the forefront of criticism of 
the administration's economic approach, ac
curately labeling as delusion its soothing as
surances of a short and shallow recession. 

It goes on and on and on. He quotes 
John Kenneth Galbraith about how dif
ficult the times are in this economy 
and for millions of Americans. 

Mr. Speaker, I will not belabor the 
point. I think I have made it. This ad
ministration's answer to getting this 
economy back in order is a tax cut for 
the wealthiest people in our society, 
people who have gained tremendous 
wealth over the 1980's. 
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They believe in this theory of trickle 

down, where you provide a select few at 
the top big bonanzas and somehow it is 
going to make its way throughout soci
ety. 

The fact of the matter is, the chick
ens are coming home to roost. It has 
not worked. America needs leadership 
on the economic front. We need some
one who will stand up for working mid
dle-class people. We need someone who 
will speak for those who have been 
thrown out of work, through no fault of 
their own, in this deep and prolonged 
recession. 

We need those who will address the 
health care issue, who will talk about 
the needs of the 37 million Americans 
who have nothing, not a dime, and for 
the literally tens of hundreds of mil
lions of Americans who have insurance 
but are finding the cost so difficult to 
maintain and the coverage so meager 
in many instances. 

This administration has not been 
paying attention to what is happening 
here at home. I regret that so very 
much, very much. The President has 
found it convenient to spend a good 
deal of his time on foreign policy. 
Again, I want to make it very clear, I 
do not begrudge the President's need to 
do that. I do not fault his leadership in 
certain areas. In fact, I commend him 
and Secretary Baker in what they did 
in the Middle East. It has been posi
tive. It has been helpful, and they are 
both to be commended and congratu
lated. But there is an obsession with 
foreign policy. The stargazing over the 
Atlantic, while ignoring what is hap
pening here at home. 

All they have to do is pivot 180 and 
look what is happening in the rest of 
the country. But they will not. They 
are interested in traveling. 

The President's itinerary: He has 
traveled a lot over the last year. Sep
tember, he was in Helsinki, Finland, 
September of 1990. November 16 he was 
in Prague, Czechoslovakia. On the 18th, 
2 days later, he was in Germany. Next 

·day he went to Paris. A couple of days 
later he went to Jeddah, Saudi Arabia. 
Next day to Dhahran, Saudi Arabia. 
Next day to Cairo, Egypt. Next day to 
Geneva, Switzerland. Three days later 
Mexico City, Mexico. On the 3d of De
cember, about a week later, to Brasilia, 
Brazil. I do not know why. On the 4th 
of December, Punta del Este, Uruguay. 
A day later Buenos Aires, Argentina. A 
day later he went to Santiago, Chile. 
On the 7th of December, 1990, he was in 
Caracas, Venezuela. 

On the 13th of March, 1991, he was in 
Ottawa, Canada. On the 14th, 1991, he 
went to Martinique in the French West 
Indies. On the 16th, 1991, he went to 
Hamilton, Bermuda. On the 14th of 
July he was in France. On the 15th he 
went to London. On the 18th to Athens, 
Greece. On the 19th to Crete, on the 
20th to Turkey, on the 21st to Istanbul, 
on the 30th to Moscow, on the 29th of 

October, to Madrid, Spain. On the 7th 
of November, he is planning a trip in a 
couple of days to Rome, Italy. Then to 
The Hague in the Netherlands and to 
be announced trips to Japan, South 
Korea, Australia, Singapore, and Indo
nesia. 

Some of these, perhaps a good many 
of these trips, had merit to them, but if 
the President would devote a portion of 
his time that he spends overseas to the 
needs of unemployed people in this 
country, to the needs of this economy, 
to the health care needs of this coun
try, Americans would be better off. 
Americans would appreciate him more. 
Americans would respond to him more. 

Surely he knows he was at 90 percent 
in March in the polls and now he has 
dropped in some polls down to 55-per
cent approval rating. 

Mr. President, stay home. Take care 
of business here. Start taking care of 
our own. America wants you here. We 
want you to deal with the health care 
crisis, with the unemployment crisis, 
the education problems we have, the 
environment. Stay here, Mr. President. 
There is plenty of work to be done here 
in America. 

LEAVE OF ABSENCE 
By unanimous consent, leave of ab

sence was granted to: 
Mr. SMITH of Florida (at the request 

of Mr. GEPHARDT), for November 5 
through 11, 1991, on account of official 
business. 

SPECIAL ORDERS GRANTED 
By unanimous consent, permission to 

address the House, following the legis
lative program and any special orders 
heretofore entered, was granted to: 

(The following Members (at the re
quest of Mr. DREIER of California) to 
revise and extend their remarks and in
clude extraneous material:) 

Mr. Cox of California, for 5 minutes 
today. 

Mr. HANCOCK, for 5 minutes, on No
vember 5. 

Mr. RIGGS, for 5 minutes, on Novem
ber 5. 

Mr. LIVINGSTON, for 5 minutes, on No
vember 6. 

Mr. MCCOLLUM, for 5 minutes, today. 
(The following Members (at the re

quest of Mr. MCNULTY) to revise and 
extend their remarks and include ex
traneous material:) 

Mr. PEASE, for 5 minutes, today. 
Mr. ANNUNZIO, for 5 minutes, today. 
Mrs. LOWEY of New York, for 5 min-

utes today. 
Mr. ESPY, for 60 minutes, today. 
Mr. BONIOR, for 60 minutes today. 
Mr. GONZALEZ, for 60 minutes, each 

day on November 5, 8, 11, 15, 18, 22, 25 
and 29. 

Mr. LIPINSKI, for 60 minutes, each day 
on November 6, 13, 20, and 27. 

Mr. PEASE, for 5 minutes, each day on 
November 5, 6, 7, and 8. 

Mr. PICKETT, for 60 minutes, on No
vember 5. 

Mr. JACOBS, for 60 minutes, on No
vember 5. 

(The following Member (at his own 
request) to revise and extend his re
marks and include extraneous mate
rial:) 

Mr. ARMEY, for 5 minutes, today. 

EXTENSION OF REMARKS 
By unanimous consent, permission to 

revise and extend remarks was granted 
to: 

(The following Members (at the re
quest of Mr. DREIER of California) and 
to include extraneous matter:) 

Mr. BILffiAKIS. 
Mr. RIGGS. 
Mr. GALLEGLY. 
Mr. MACHTLEY. 
Mr. RITTER. 
Mr. MCCOLLUM. 
Ms. ROB-LEHTINEN. 
(The following Members (at the re

quest of Mr. MCNULTY) and to include 
extraneous matter:) 

Mr. ANDERSON in 10 instances. 
Mr. GoNZALEZ in 10 instances. 
Mr. BROWN in 10 instances. 
Mr. ANNUNZIO in six instances. 
Mrs. LLOYD in 10 instances. 
Mr. HAMILTON in 10 instances. 
Mr. DE LA GARZA in 10 instances. 
Mr. TRAFICANT in two instances. 
Mr. REED in two instances. 
Mr. SOLARZ. 
Mr. RAHALL. 
Mr. SMITH of Florida. 
Mr. SABO. 
Mr. ATKINS. 
Mr. MARTINEZ. 
Mr. OWENS of New York. 
Mr. GUARINI. 
Mr. COLEMAN of Texas. 
Mr. ENGEL. 
Mrs. LOWEY of New York in two in

stances. 
Mr. BILBRAY. 
Mr. AUCOIN. 

SENATE JOINT RESOLUTIONS 
REFERRED 

Joint resolutions of the Senate of the 
following titles were taken from the 
Speaker's table and, under the rule, re
ferred as follows: 

S.J. Res. 61. Joint resolution to designate 
June 1, 1992, as "Kentucky Bicentennial 
Day" to the Committee on Post Office and 
Civil Service. 

S.J. Res. 96. Joint resolution to designate 
November 19, 1991, as "National Philan
thropy Day" to the Committee on Post Of
fice and Civil Service. 

S.J. Res. 145. Joint resolution designating 
the week beginning November 10, 1991, as 
"National Women Veterans Recognition 
Week" to the Committee on Post Office and 
Civil Service. 

S.J. Res. 164. Joint resolution designating 
the weeks of December 8, 1991, through De
cember 14, 1991, and October 11, 1992, through 
October 17, 1992, each separately as "Na-
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tional Job Skills Week" to the Committee 
on Post Office and Civil Service. 

S.J. Res. 174. Joint resolution designating 
the month of May 1992, as "National 
Amyotrophic Lateral Sclerosis Awareness 
Month" to the Committee on Post Office and 
Civil Service. 

S.J. Res. 176. Joint resolution to designate 
March 19, 1992, as "National Women in Agri
culture Day" to the Committee on Post Of
fice and Civil Service. 

S.J. Res. 180. Joint resolution to designate 
December 1 through 7, 1991, as "Geography 
Awareness Week" to the Committee on Post 
Office and Civil Service. 

S.J. Res. 188. Joint resolution designating 
November 1991 as "National Red Ribbon 
Month" to the Committee on Post Office and 
Civil Service. 

S.J. Res. 217. Joint resolution to authorize 
and request the President to proclaim 1992 as 
the "Year of the American Indian" to the 
Committee on Post Office and Civil Service. 

ENROLLED BILLS AND JOINT 
RESOLUTIONS SIGNED 

Mr. ROSE, from the Committee on 
House Administration, reported that 
that committee had examined and 
found truly enrolled bills and joint res
olutions of the House of the following 
titles, which were thereupon signed by 
the Speaker: 

H.R. 1046. An Act to amend title 38, United 
States Code, to increase, effective as of De
cember 1, 1991, the rates of disab111ty com
pensation for veterans with service-con
nected disab111ties and the rates of depend
ency and indemnity compensation for survi
vors of such veterans, 

H.R. 2686. An Act making appropriations 
for the Department of the Interior and relat
ed agencies for the fiscal year ending Sexr 
tember 30, 1992, and for other purposes, 

H.J. Res. 281. Joint resolution approving 
the extension of non-discriminatory treat
ment with respect to the products of the 
Mongolian People's Republic, and 

H.J. Res. 282. Joint resolution approving 
the extension of nondiscriminatory treat
ment with respect to the products of the 
People's Republic of Bulgaria. 

ADJOURNMENT 
Mr. BONIOR. Mr. Speaker, I move 

that the House do now adjourn. 
The motion was agreed to; accord

ingly (at 9 o'clock and 29 minutes p.m.) 
the House adjourned until tomorrow, 
Tuesday, November 5, 1991, at noon. 

EXECUTIVE COMMUNICATIONS, 
ETC. 

Under clause 2 of rule XXIV, execu
tive communications were taken from 
the Speaker's table and referred a.s fol
lows: 

2298. A letter from the Comptroller Gen
eral, the General Accounting Office, trans
mitting the status of budget authority that 
was proposed for rescission by the President 
in his sixth special impoundment message 
for fiscal year 1991, dated July 24, 1991, pursu
ant to 2 u.s.a. 685 (H. Doc. No. 102-159); to 
the Committee on Appropriations and or
dered to be printed. 

2299. A letter from the Secretary, Housing 
and Urban Development, transmitting the 

final report describing the strategy and ac
tion plan developed to assist in the disposi
tion of foreclosed properties in the stock of 
the Department, pursuant to Public Law 101-
625, section 338(a) (104 Stat. 4146); to the 
Committee on Banking, Finance and Urban 
Affairs. 

2300. A letter from the Secretary of Hous
ing and Urban Development, transmitting 
the eighth annual report on rental rehabili
tation for fiscal year 1991, pursuant to 42 
u.s.a. 1437o(n); to the Committee on Bank
ing, Finance and Urban Affairs. 

2301. A letter from the Comptroller Gen
eral, General Accounting Office, transmit
ting the list of all reports issued or released 
in September 1991, pursuant to 31 U.S.C. 
719(h); to the Committee on Government Otr 
erations. 

2302. A letter from the Chairman, Nuclear 
Regulatory Commission, transmitting the 
report on the nondisclosure of safeguards in
formation for the quarter ending September 
31, 1991, pursuant to 42 u.s.a. 2167(e); to the 
Committee on Energy and Commerce and In
terior and Insular Affairs. 

REPORTED BILLS SEQUENTIALLY 
REFERRED 

Under clause 5 of rule X, bills andre
ports were delivered to the Clerk for 
printing, and bills referred as follows: 

Mr. MILLER of California: Committee on 
Interior and Insular Affairs. H.R. 2929. A bill 
to designate certain lands in the California 
desert as wilderness, to establish the Death 
Valley, Joshua Tree, and Mojave National 
Parks, and for other purposes; with amend
ments; referred to the Committee on Mer
chant Marine and Fisheries for a period end
ing not later than November 5, 1991, for con
sideration of such provisions of the bill and 
amendment as fall within the jurisdiction of 

· that committee pursuant to clause 1(n), rule 
X (Rept. 102-283, Pt. 1). Ordered to be printed. 

Mr. ROSTENKOWSKI: Committee on Ways 
and Means. H.R. 2056. A bill to amend the 
Tariff Act of 1930 to require that subsidy in
formation regarding vessels be provided upon 
entry within customs collection districts and 
to provide effective trade remedies under the 
counterva111ng and antidumping duty laws 
against foreign-built ships that are sub
sidized or dumped; with amendments; re
ferred to the Committee on Merchant Marine 
and Fisheries for a period ending not later 
than February 28, 1992, for consideration of 
such provisions of the bill and amendments 
as fall within the jurisdiction of that com
mittee pursuant to clause 1(n), rule X. (Rept. 
102-284, Pt. 1). Ordered to be printed. 

PUBLIC BILLS AND RESOLUTIONS 

Under clause 5 of rule X and clause 4 
of rule XXII, public bills and resolu
tions were introduced and severally re
ferred as follows: 

By Mr. GEPHARDT (for himself, Mr. 
LEVIN of Michigan, Mr. MAZZOLI, Mr. 
KILDEE, Ms. KAPI'UR, Mr. MINETA, Mr. 
MARKEY, and Mr. EcKART): 

H.R. 3702. A bill to extend and enhance the 
operation of the "Super 301" provisions of 
the Trade Act of 1974, and for other purposes; 
to the Committee on Ways and Means. 

By Mr. DELLUMS (for himself, Ms. 
NORTON, and Mr. STARK): 

H.R. 3703. A bill to authorize the convey
ance to the Columbia. Hospital for Women of 
certain parcels of land in the District of Co-

lumbia, and for other purposes; jointly, to 
the Committees on the District of Columbia, 
Government Operations, and Public Works 
and Transportation. 

By Mr. HERTEL (for himself, Mr. 
JONES of North Carolina, Mr. BROWN, 
and Mr. SCHEUER): 

H.R. 3704. A bill to authorize appropria
tions for the National Oceanic and Atmos
pheric Administration for fiscal year 1992; 
jointly, to the Committees on Merchant Ma
rine and Fisheries and Science, Space, and 
Technology. 

By Mr. FRANK of Massachusetts: 
H.R. 3705. A bill to amend title 49, United 

States Code, regarding the collection of cer
tain payments for shipments via motor com
mon carriers of property and nonhousehold 
goods freight forwarders, and for other pur
poses; to the Committee on Public Works 
and Transportation. 

By Mr. GUARINI (for himself, Mr. FAS
CELL, Mr. SMITH of Florida, Mr. 
CRANE, Ms. RoS-LEHTINEN, Mr. 
MOODY, Mr. GILMAN, Mr. FORD of 
Tennessee, Mr. SCHULZE, Mr. JEN
KINS, Mr. RUSSO, Mr. SHAW, and Mr. 
SCHEUER): 

H.R. 3706. A bill regarding the extension in 
1992 of most-favored-nation treatment to the 
products of the Union of. Soviet Socialist Re
publics; to the Committee on Ways and 
Means. 

By Mrs. SCHROEDER: 
H.R. 3707. A bill to provide grants for State 

pilot programs to retrain individuals in low 
paying and low-skill jobs in order to reduce 
unemployment and increase the pool of 
skilled workers in the United States; to the 
Committee on Education and Labor. 

By Mrs. VUCANOVICH: 
H.R. 3708. A bill to provide for an exchange 

of lands in the State of Nevada; jointly, to 
the Committees on Agriculture and Interior 
and Insular Affairs. 

By Mr. CUNNINGHAM (for himself, Mr. 
DORNAN of California., Mrs. BENTLEY, 
Mr. BLAZ, Mr. BRUCE, Mr. DICKINSON, 
Mr. ESPY, Mr. EVANS, Mr. EwiNG, Mr. 
FRANKS of Connecticut, Mr. HANCOCK, 
Mr. HEFLEY, Mr. HOCHBRUECKNER Mr. 
HORTON, Mr. HUGHES, Mr. HUNTER Mr. 
HUTTO, Mr. JEFFERSON, Mr. KASICH, 
Mr. KOLTER, Mr. LANCASTER, Mr. 
LANTOS, Mr. LENT, Mr. LOWERY, of 
California, Mr. MARTIN, Mr. MCCLOS
KEY, Mr. MCCRERY, Mr. MCGRATH, 
Mr. NCNULTY, Mr. MONTGOMERY, Mr. 
ORTIZ, Mr. OXLEY, Mr. PICKETT, Mr. 
RAVENEL, Mr. RITTER, Mr. SISISKY, 
Mr. SKEEN, Mr. SPENCE, Mr. STUMP, 
Mr. TAYLOR of Mississippi, Mr. 
TRAFICANT, and Mr. VANDER JAGT): 

H.J. Res. 367. Joint resolution to urge and 
request the award of the Bronze Star to Navy 
and Marine Corps personnel who served in 
the defense of Corregidor Island, the Phil
ippines, under General Wainwright; to the 
Committee on Armed Services. 

By Mr. COX of California.: 
H. Res. 268. Resolution presenting a ques

tion of the privileges of the House; consid
ered and postponed until November 6, 1991. 

ADDITIONAL SPONSORS 
Under clause 4 of rule XXII, sponsors 

were added to public bills and resolu
tions as follows: 

H.R.127: Mr. BENTLEY and Mr. DOWNEY. 
H.R. 474: Mr. DUNCAN. 
H.R. 576: Mr. ScHAEFER, Mr. YOUNG of Flor

ida, Mr. PETERSON of Minnesota, Mr. BEN
NETT, and Mr. CRAMER. 
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H.R. 661: Mr. ZELIFF, Mr. OWENS of Utah, 

Mr. MACHTLEY, Mr. SCHIFF, and Mr. KOST
MAYER. 

H.R. 673: Mr. Cox of lllinois. 
H.R. 730: Ms. NORTON. 
H.R. 793: Mr. MACHTLEY, Mr. CALLAHAN, 

Mr. YOUNG of Florida, Mr. PETERSON of Min
nesota, Mr. DAVIS, Mr. ESPY, Mr. OWENS of 
Utah, and Mr. LANTOS. 

H.R. 806: Mr. MCCANDLESS. 
H.R. 842: Mr. SANDERS, Ms. WATERS, and 

Mr. ANDREWS of Maine. 
H.R. 872: Mr. BEREUTER and Mr. FORD of 

Tennessee. 
H.R. 967: Mr. FRANK of Massachusetts. 
H.R. 1004: Mr. LIGHTFOOT. 
H .R. 1021: Mr. DWYER of New Jersey, Mr. 

EVANS, Mr. FROST, Mr. JEFFERSON, Mr. LA
FALCE, Mr. OWENS of Utah, Mr. RANGEL, and 
Mr. RoE. 

H.R. 1245: Mr. HOAGLAND, Mr. EWING, Mr. 
FUSTER, Mr. HORTON, and Mr. TORRICELLI. 

H.R. 1311: Mr. ENGEL, Mr. HALL of Ohio, 
Mr. MCMILLEN of Maryland, Mr. OXLEY, Mrs. 
ROUKEMA, and Mr. WELDON. 

H.R. 1312: Mr. ENGEL, Mr. HALL of Ohio, 
Mr. OXLEY, Mrs. ROUKEMA, and Mr. WELDON. 

H.R. 1386: Mr. HAYES of Illinois, Mr. JEF
FERSON, Mr. LAFALCE, Mr. MFUME, and Mr. 
MORAN. 

H.R. 1389: Mr. RoYBAL. 
H.R. 1391: Mr. MACHTLEY. 
H.R. 1393: Mr. DE LUGO. 
H.R. 1473: Ms. NORTON, Mr. ANDREWS of 

Maine, and Mrs. LowEY of New York. 
H.R. 1502: Mr. TRAXLER, Mr. TORRES, Mr. 

EDWARDS of California, and Mr. DORGAN of 
North Dakota. 

H .R. 1527: Mr. PASTOR and Mrs. MEYERS of 
Kansas. 

H.R. 1730: Mr. FRANKS of Connecticut and 
Ms. LONG. 

H.R. 1750: Mr. MACHTLEY. 
H.R. 1771: Mr. HOUGHTON, Mr. MCCRERY, 

and Mr. SPRATT. 
H.R. 1916: Mrs. MINK and Ms. SNOWE. 
H.R. 2058: Ms. SNOWE. 
H.R. 2070: Mr. BENNETT and Ms. NORTON. 
H.R. 2089: Mr. BACCHUS. 
H.R. 2248: Mr. SANDERS, Mr. FAZIO, Mr. AR

CHER, and Mr. BRUCE. 
H.R. 2390: Mr. EVANS. 
H.R. 2534: Mr. RIDGE, Mr. HANSEN, Mr. 

EVANS, Mr. LEHMAN of California, Mr. 
GILCHREST, Mr. CAMP, Mr. GEKAS, Mr. MIL
LER of Ohio, Mr. FASCELL, Mr. FISH, Mr. 
OXLEY, Mr. MAVROULES, Mr. COX of Califor
nia, Mr. BOUCHER, Mr. MCCOLLUM, Mr. BAC
CHUS, Mr. JOHNSON of South Dakota, Mr. AN-

DREWS of Maine, Mr. MCCLOSKEY, Mr. FA
WELL, Mr. ANDERSON, and Mr. VENTO. 

H.R. 2540: Mr. KOLTER, Mr. DINGELL, Mr. 
BOEHNER, Mr. RITTER, and Mr. LIPINSKI. 

H.R. 2541: Mr. KOLTER and Mr. DINGELL. 
H.R. 2600: Mr. OLIN, Mr. DELLUMS, Mr. PE-

TERSON of Minnesota, and Mr. DOWNEY. 
H.R. 2643: Mr. EWING. 
H.R. 2755: Mrs. JOHNSON of Connecticut. 
H.R. 2867: Mr. LANCASTER. 
H.R. 2870: Mr. MCCANDLESS. 
H.R. 2880: Ms. WATERS, Mr. RUSSO, Mr. 

HOYER, and Mr. GILCHREST. 
H.R. 2890: Ms. KAPTUR, Mr. JOHNSTON of 

Florida, and Mrs. VUCANOVICH. 
H.R. 2898: Mr. TAYLOR of North Carolina, 

Mrs. LOWEY of New York, Mr. Boehlert, Mr. 
ROE, and Mr. WOLPE. 

H.R. 3067: Mr. BLAZ, Mr. LAGOMARSINO, and 
Mr. MARTINEZ. 

H.R. 3070: Mr. MFUME, Mr. LEHMAN of Cali-
fornia, Mr. BOEHLERT, Mr. PALLONE 
SANTORUM, and Mr. DELAY. 

H.R. 3102: Mr. SERRANO, Mr. LANCASTER, 
and Ms. NORTON. 

H.R. 3195: Mr. WOLPE, Mr. DEFAZIO, Mr. 
BONIOR, Mr. BILBRAY, and Mr. OWENS of 
Utah. 

H.R. 3209: Mr. PETERSON of Florida. 
H .R. 3212: Mr. MCCANDLESS. 
H.R. 3231: Mr. JONTZ. 
H.R. 3250: Mr. JONES of Georgia. 
H.R. 3253: Mr. FORD of Tennessee, Mr. Gm

BONS, and Mr. DONNELLY. 
H.R. 3292: Mr. FRANK of Massachusetts, Mr. 

F ASCELL, Mr. HERTEL, Mr. COLEMAN of Texas, 
Mr. FAZIO, Mr. VALENTINE, Mr. HORTON, Ms. 
KAPTUR, Mr. MCCLOSKEY, Mr. HUGHES, Mr. 
GUARINI, and Mr. VENTO. 

H.R. 3313: Mr. JONES of Georgia. 
H.R. 3405: Mr. ATKINS. 
H.R. 3512: Mr. WEBER, Mr. ANDERSON, Mr. 

BILBRAY, Mr. LAUGHLIN, Mr. SKELTON, Mr. 
ENGLISH, Mr. VISCLOSKY, Mr. PETERSON of 
Minnesota, Mr. QUILLEN, Mr. SUNDQUIST, Mr. 
ANDREWS of Texas, and Mr. HALL of Texas. 

H.R. 3537: Mr. COUGHLIN and Mr. BLAZ. 
H.R. 3545: Mr. RICHARDSON, Mr. HALL of 

Texas, Mr. VENTO, and Mr. SHAYS. 
H.R. 3595: Mr. BROWN, Mr. WELDON, Mr. 

STAGGERS, Mr. OWENS of Utah, Mr. MCHUGH, 
Mr. YATRON, Mr. 0BERSTAR, Mr. KOPETSKI, 
Mr. SCHUMER, Mr. JONTZ, Mr. TRAXLER, Mr. 
ORTIZ, Mr. TORRES, Mr. LEVINE of California, 
Mr. MRAZEK, Mr. DE LUGO, Mr. CONYERS, Mr. 
LEHMAN of California, Mr. FASCELL, and Mr. 
SKAGGS. 

H.R. 3599: Mr. HOLLOWAY. 
H .R. 3649: Mr. KLECZKA, Mr. BOUCHER, Mr. 

WILSON, and Mr. KOLTER. 

H.R. 3681: Mr. DINGELL, Mr. STENHOLM, Mr. 
RAMSTAD, Mr. ANDREWS of Maine, and Ms. 
KAPTUR. 

H.J. Res. 212: Mr. SERRANO, Mr. DYMALLY, 
Mr. NATCHER, Mr. TRAFICANT, Mr. GEREN of 
Texas, Mr. CARR, Mr. SAXTON, Mr. SMITH of 
New Jersey, Mr. WALSH, Mr. MCCOLLUM, and 
Mr. KOPETSKI. 

H.J. Res. 312: Mr. MATSUI, Mr. TORRES, Mr. 
LEWIS of Georgia, Mr. APPLEGATE, Mr. 
BALLENGER, Mr. BILIRAKIS, Mr. DURBIN, Mr. 
EDWARDS of Oklahoma, Mr. KILDEE, Mr. 
LIGHTFOOT, Mr. ORTON, Ms. PELOSI, Mr. 
SABO, Mr. SCHUMER, Ms. SNOWE, Mr. YOUNG 
of Alaska, and Mr. THOMAS of Wyoming. 

H.J. Res. 324: Mr. KASICH, Mr. LEWIS of 
California, Mr. FALEOMAVAEGA, Mr. APPLE
GATE, Mr. REGULA, and Mr. MCCRERY. 

H.J. Res. 350: Mr. BENNETT, Mrs. BENTLEY, 
Mr. BERMAN, Mr. BILBRAY, Mr. BONIOR, Mr. 
BORSKI, Mr. CARPER, Mr. CLEMENT, Mr. CON
YERS, Mr. COUGHLIN, Mr. COX of California, 
Mr. CRANE, Mr. DEFAZIO, Mr. DWYER of New 
Jersey, Mr. FAZIO, Mr. FOGLIETTA, Mr. 
FROST, Mr. HAMILTON, Mr. HAMMERSCHMIDT, 
Mr. HERTEL, Mr. HOAGLAND, Mr. HORN, Mr. 
HOYER, Mr. HUGHES, Mr. HYDE, Mr. JACOBS, 
Mr. JEFFERSON, Mr. JONTZ, Ms. KAPTUR, Mr. 
KOSTMAYER, Mr. LANCASTER, Mr. LEVIN of 
Michigan, Mr. LIVINGSTON, Mr. MCDERMOTT, 
Mr. MCEWEN, Mr. MCNULTY, Mr. MARTINEZ, 
Mr. MFUME, Ms. MOLINARI, Mr. MOLLOHAN, 
Ms. NORTON, Mr. NOWAK, Mr. ORTIZ, Ms. 
PELOSI, Mr. POSHARD, Mr. RUSSO, Mr. SHAW, 
Ms. SLAUGHTER of New York, Mr. SOLOMON, 
Mr. SMITH of New Jersey, Mr. SMITH of Flor
ida, Mr. STAGGERS, Mr. VOLKMER, Mrs. 
VUCANOVICH, Mr. WASHINGTON, Mr. WOLPE, 
and Mr. YATRON. 

H.J. Res. 356: Mr. FROST, Mr. VENTO, Mr. 
HUGHES, Mrs. COLLINS of Michigan, Mr. JEF
FERSON, Mr. MARTINEZ, Mr. FAZIO, Mr. LIV
INGSTON, Mr. PICKETT, and Mr. COUGHLIN. 

H. Con. Res. 192: Mr. MORAN, Mr. SPRATT, 
Mr. CRAMER, Mr. BEVILL, Mr. DORNAN of Cali
fornia, Mr. SYNAR, Mr. RAY, Mr. PuRSELL, 
Mr. PARKER, Mr. YOUNG of Florida, Mr. PA
NETTA, and Mr. PORTER. 

H.Con. Res. 224: Mr. MOORHEAD, Mr. TRAFI-
CANT, Mr. ANDERSON, and Mr. WILSON. 

H. Res. 134: Mr. ANDREWS of Maine. 
H. Res. 164: Mr. WASHINGTON. 
H. Res. 238: Mr. MORAN. 
H. Res. 257: Mr. JONTZ, Mrs. UNSOELD, Mr. 

TRAXLER, and Mr. UPTON. 
H. Res. 260: Mr. GEJDENSON, Mr. MCNULTY, 

and Mr. GILMAN. 
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EXTENSIONS OF REMARKS 
THE COMPASSION AND COMMIT

MENT OF ROBERT KRAFT 

HON. STEPHEN J. SOLARZ 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Monday , November 4, 1991 
Mr. SOLARZ. Mr. Speaker, the Jewish tradi

tion teaches us that one of the measures of a 
person's virtue is his or her capacity to carry 
out "ma'asim tovim," which can be translated 
from the Hebrew to mean "good deeds." 

I rise today to pay tribute in this House to 
a dear friend of mine whose record of good 
deeds is almost immeasurable. Bob Kraft is a 
Boston industrialist whose success in the busi
ness world is matched by his commitment to 
helping those who are less fortunate and to 
making the world a better place in which to 
live. Together with his wife, Myra, and inspired 
by his late father, Harry Kraft, Bob has initi
ated projects ranging from job creation for So
viet Jews in Israel to scholarships for Boston 
youngsters to progressive environmental prac
tices in his company. 

Recently, the Jewish Advocate published a 
profile of Bob Kraft which details his many 
contributions to society. I commend this piece 
to my colleagues, and I hope that many of 
them will have the pleasure, as I have, to get 
to know Bob Kraft. 
[From the Jewish Advocate, Sept. 27-0ct. 3, 

1991] 
POWER AND WEALTH HASN'T SPOILED ROBERT 

KRAFT 

(By Jane Weingarten) 
At Foxboro Stadium, home to the Boston 

Patriots and superstar rock concerts, recy
cled paper goods have replaced styrofoam 
cups and other environmentally unsound 
products. In box-making plants in Tel Aviv 
and Haifa, 40 Russian Jewish newcomers 
work alongside Israeli Arabs and Druse. Be
hind both of these innovative and successful 
ventures stands Robert Kraft, a business 
man with boyish good looks and an easy
going manner who likes a good business deal, 
but has a mission in life that he considers 
more important than the $100 million plus 
wealth his business holdings have reportedly 
earned him. 

Kraft's feet have been firmly planted in the 
future-oriented world of power and business 
since he became President of Rand-Whitney, 
the largest privately-owned packaging com
pany in the United States, and since he suc
cessfully launched his own company, Inter
national Forest Products. But he is also 
rooted, enthusiastic, and loyal to the spir
itual ties and the Jewish values he learned 
from his father, the late Harry Kraft. 

"I don't just want to play between the 40 
yard lines. I have a mission to add value to 
life. In business, it's necessary to have good 
judgment, and to do the honorable and ethi
cal thing. Each night I want to go to bed 
knowing that in every interaction I and 
those I met with during the day are richer 
for the experience," Kraft told the Advocate 
in an interview just before Yom Kippur. 

The Day of Atonement has special meaning 
for Kraft. Raised in Brookline in a home 
steeped in Jewish values, the 50-year-old 
Kraft learned about prayer, study and acts of 
loving kindness from the elder Kraft, a de
voted volunteer teacher at Temple Kehilleth 
Israel (K.I.) Religious School. On Saturday 
afternoons the family studied Talmud. 
"When you think you are high and mighty, 
walk on the beach and think of yourself as 
no more than a grain of sand under your 
feet," the elder Kraft taught Robert and his 
sister and brother. 

Kraft still gets fresh squeezed orange juice, 
bagels and coffee in a heated cup when he 
visits his mother each Sunday. His father's 
death at age 65 in 1975 was a turning point. 
"I believe you're not really an adult until 
you lose a parent," he admits. 

"It was Harry Kraft who gave many gen
erations of children their Jewish values and 
sense of roots, which they have kept to this 
day," says Judge Sumner Kaplan. The elder 
Kraft's Saturday morning sermons for chil
dren were built around Bible passages he put 
into language children could understand." 
He was angelic, pleasant, compassionate, 
just a beloved man who was revered by many 
children. He reminded me of Julie Andrews 
with the Trapp family," says Kaplan, whose 
own daughters now in their 40s are among 
the former K.I. students who still talk about 
Kraft's role in shaping their Jewish identity. 

The New Republic Editor-in-Chief Martin 
Peretz has known Bob Kraft for many years, 
and says he dwells successfully in both mate
rial and spiritual worlds because, "he com
bines inconsistent traits and somehow 
makes it work. He is both gentle and firm, 
idealistic and practical, learned and play
ful," says Peretz. 

Peretz and Kraft served together for many 
years on the board of Channel 7 Television 
Station. Kraft became the second largest 
shareholder in the station, putting in a "sig
nificant infusion of capital that helped make 
possible the buyout of stock owned by a 
group of dissident shareholders-including 
Ruth Batson, other Black leaders, former 
M.I.T. President Jerome Weisner, and my
self, and others who had originally taken 
over the station for idealistic purposes. Kraft 
came in as an articulate voice for creative 
programming that would stretch and chal
lenge the audience," says Peretz. "But the 
station was really the playing of its major 
stockholder, David Mugar. It has been a fail
ure as a business and an embarrassment as a 
cultural institution," says Peretz. 

Kraft's arrangement with Channel 7 gave 
him a one-time ability to exit based on pre
depreciation values. "I have recently exer
cised my option. I made a good business 
deal," Kraft says. 

Kraft started International Forest Prod
ucts in the early 70s, after working for Rand 
Whitney, founded by his father-in-law Jacob 
Hiatt. He says it was against big odds that 
he was able to get his own company off the 
ground. Today, he reports, the award-win
ning company is environmentally sensitive, 
has a paper mill that takes in tons of recy
cled waste, and is responsive to its workers. 

Shortly after founding International For
est Products, Kraft began doing business in 

Israel. Three years ago he entered into part
nership with Koor Industries of Israel. 
Today, Carmel Container Systems Ltd., 
owned jointly by Rand Whitney and Koor In
dustries, is the largest Israeli company pro
viding paper packaging for agriculture, food 
and beverage industries. A leader in exports, 
the company's three plants near Haifa, Tel 
Aviv and Carmel use state-of-the-art ma
chinery to achieve sophisticated color print
ing and graphics. Carmel ranks 56th of 150 Is
raeli industrial leaders by sales volume. The 
company employs 800 people. 

Kraft is proud of the role he has played 
through Carmel in giving jobs to Russian 
newcomers in Israel. " We Jews have a dream 
to add Russians. I'm in there doing it, creat
ing a vibrant company to give them jobs and 
developing the Israeli economy." 

"For me to sit in the lounge at the Tel 
Aviv Hilton, watching the sunset of the Med
iterranean, is to know how lucky I am to be 
part of a generation that can get involved in 
that country's development. I was in Jerusa
lem before when it was a split city. Now, to 
doven at the Wall, I get a spirital connection 
that is very deep," says Kraft. 

"Bob Kraft's commitments are at the cut
ting edge of what is needed in Jewish life 
today. He has always been far-sighted in his 
thinking and was among the first to under
stand years ago the importance of economic 
developments for the State of Israel. He was 
willing to invest his time and money in Is
raeli business ventures. He also has a deep 
understanding of the importance of Jewish 
education for the future of our people, and of 
the crisis of identity our community is fac
ing right now," comments Combined Jewish 
Philanthropies President Barry Shrage. 

Kraft wants his four grown sons to main
tain their loyalty to Jewish ties. "They keep 
kosher homes on their own now. In our 
ephemeral society, there is not enough tradi
tion. When a son questions the value of orga
nized religion, stress roots, and tell him that 
religion is a place to turn in tough mo
ments," he explains. 

Kraft calls his wife, Myra, his most valued 
advisor. She serves as a director of each of 
his companies. Myra Kraft is the daughter of 
Worcester philanthropist Jacob Hiatt, noted 
for funding comparative religion studies at 
Brandeis and Holy Cross. 

Kraft says be learned about philanthropy 
from his own Dad, who never made much 
money in his dress factory, but always gave 
10 percent of his earnings to charity. To
gether, Kraft and Myra have continued their 
family tradition with gifts that include a 
park in the heart of Jerusalem to honor its 
mayor Teddy Kollek. The Krafts also give 
scholarships to needy students who never 
know where the money came from. "We try 
to do things with little or no publicity. I be
lieve people who have little or no hope need 
that kind of support with no strings at
tached," says Kraft. "Public service gives me 
psychic income that is vital to me." 

Among the Krafts' many philanthropic 
gifts is the Harry Kraft Youth Center at 
Temple Emanuel. Temple Emanuel Rabbi 
Samuel Chiel says, "the Youth Center was 
given with love, but Kraft insisted on a quiet 
dedication. He is concerned about the best 

• This "bullet" symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor. 

Matter set in this typeface indicates words inserted or appended, rather than spoken, by a Member of the House on the floor. 
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sense of taking values from the past and his 
concern for the future. He doesn't seem to 
value fanfare," adds Chiel. 

Among his hopes for the future of Israel
direct election of a Prime Minister to end 
the governmental deadlock that now exists. 
Kraft would like to see a leader like Ben
jamin Netanyahu, who can relate to the 
west. He would also like to see a Palestinian 
homeland in confederation with Jordan. "I'd 
fight like hell to give them land in the West 
Bank and Gaza," he says. 

POLITICAL PARTIES IN 
YUGOSLAVIA 

HON. EUOT L ENGEL 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 
Mr. ENGEL. Mr. Speaker, I include in the 

RECORD a statement on the future of Kosova 
and Yugoslavia agreed to by the Coordinative 
Council of Albanian Political Parties in Yugo
slavia. I believe that the United States must 
take a leading role in resolving the conflict in 
Yugoslavia and that true peace will not be 
achieved there until the legitimate interests of 
the Albanian minority have been addressed. 

COORDINATIVE COUNCIL OF ALBANIAN 
POLITICAL PARTIES IN YUGOSLAVIA 

The Coordinative Council of Albanian Par
ties in Yugoslavia, on the solution of the Al
banian question and the actual situation in 
Yugoslavia issued the following political 
declaration: 

A. The Albanian national question in 
Yugoslavia has remained unsolved since the 
creation of the Albanian state in 1913. Since 
then half of the Albanian population has re
mained outside the borders of Albania al
though they inhabit a homogenous territory 
in which they are autoctonous. The Alba
nians of Yugoslavia never enjoyed their le
gitimate national and civil rights. 

B. The Albanians of Yugoslavia were left in 
this position since almost none of the gen
erally accepted criteria for the determina
tion of borders were respected. After the Sec
ond World War, the Albanians of Yugoslavia 
have been further divided into several fed
eral units: Kosova, Serbia, Macedonia and 
Montenegro. The Albanians of Kosova have 
had a restricted political autonomy since 
1945 which was somewhat broadened with the 
federal constitution of 1974 still in force and 
according to which Kosova is a constitutive 
Yugoslav federal unit. 

C. Serbia, breaching the federal constitu
tion, abolished the autonomy of Kosova, sus
pended the Regional Parliament and the gov
ernment of Kosova as well as the local par
liaments and governmental bodies; closed 
down mass media in Albanian; violently fired 
around 100,000 Albanian workers from their 
work; destroyed the educational system in 
Albanian and is in the process of abolishing 
it at all levels. 

D. The Albanians of Yugoslavia have been 
organizing peaceful protests for a whole dec
ade but all their protests have been brutally 
crushed by Serbian and federal police forces 
leaving behind over 100 people shot dead, sev
eral hundred people wounded, several thou
sand Albanian pupils mysteriously poisoned, 
thousands of Albanians imprisoned for politi
cal reasons and over half of the entire popu
lation brutally processed by the police. Re
pression, especially in Kosova, has become 
an everyday refrain for the Albanians and 
the situation is unbearable. 
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E. Since Yugoslavia proved to be an unsuc

cessful model for national and civil ques
tions, Albanian deputies of the Parliament of 
Kosova-now in exile-proclaimed the Dec
laration of Independence on July 2nd 1990, 
whereas on September 7th, 1990 Kosova was 
proclaimed a republic. This came as a result 
of the beginning of restructuring in Yugo
slavia. 

Albanian political parties in Yugoslavia, 
being determined to follow the way of peace
ful and democratic solution of all questions, 
on the basis of the right of people for self-de
termination, according to the principles of 
CSCE and the Conference of Paris, for the so
lution of the Albanian question in Yugo
slavia as well as the Yugoslav crisis in gen
eral, offers the following options: 

1. If the external and internal borders of 
Yugoslavia remain unchanged, then Kosova 
must have the status of a republic as a sov
ereign and independent state with the right 
of joining the league of other sovereign 
states in Yugoslavia. 

Albanians in Kosova account for 90% of the 
population, whereas the Serbs, the 
Montenegrins and other ethnic groups 
amount to 10%. As to the question of the 
Serbs, Montenegrins and other ethnic groups 
in Kosova we do-of course-guarantee all 
national and civil rights. 

Albanians in Macedonia (accounting for 
around 40% of the population), as well as in 
Serbia, Montenegro should have the status of 
a state forming element and should enjoy all 
national and civil rights. 

2. If the internal borders between the re
publics are to be changed, the request of the 
Albanians in Yugoslavia is that the Albanian 
Republic in Yugoslavia be built on the bases 
of the ethnic and other principles that apply 
for the Serbs, the Croats, the Slovenes and 
other peoples of Yugoslavia. 

3. If the external borders of Yugoslav are 
to be changed, the Albanians in Yugoslavia 
request that decisions about reunification of 
Kosova and other Albanian territories in 
Yugoslavia with Albania will take place 
through a plebiscite only under inter
national monitoring. 

Albanian Political parties in Yugoslavia 
accept the results of the Referendum orga
nized in Kosova from September 26th-30th, 
1991 for Kosova as a sovereign and independ
ent republic. 

The crisis in Yugoslavia began in Kosova 
where Albanians expressed their dissatisfac
tion with their position and it cannot be 
solved without the participation of around 3 
million Albanians in Yugoslavia, in terms of 
numbers, the most numerous after the Serbs 
and the Croats. 

Finally, the adequate solution of the Alba
nian question in Yugoslavia would be a great 
contribution for Albanians in the Balkans 
(around 7 million of them) to be a stabilizing 
factor in the region as well as in Europe. 

DR. IBRAHIM RUGOVA, 
The President of the Coordinative Council 

of Albanian Political Parties in Yugo
slavia. 

The following Albanian political parties 
are represented in this Council: 

1. Democratic League of Kosova 
2. Party of Democratic Prosperity-Macedo-

nia 
3. Farmer's Party of Kosova 
4. Parliamentary Party of Kosova 
5. Albanian Dem-Christian Party-Kosova 
6. Democratic League in Montenegro 
7. Party of Albanian National Unity

Kosova 
8. Social Democratic Party of Kosova 
9. Party of Democratic Action-Serbia 
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10. People's Democratic Party-Macedonia 
11. Albanian Democratic Party-Serbia 

HONORING CRAIG PROVOST ON 
ATTAINING EAGLE SCOUT RANK 

HON. JACK REED 
OF RHODE ISLAND 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. REED. Mr. Speaker, I rise today to sa
lute a distinguished young man from Rhode 
Island who has attained the rank of Eagle 
Scout in the Boy Scouts of America. He is 
Craig Provost of troop 28 in Providence and 
he is honored this week for his noteworthy 
achievement. 

Not every young American who joins the 
Boy Scouts earns the prestigious Eagle Scout 
Award. In fact, only 2.5 percent of all Boy 
Scouts do. To earn the award, a Boy Scout 
must fulfill requirements in the areas of leader
ship, service, and outdoor skills. He must earn 
21 Merit Badges, 11 of which are required 
from areas such as citizenship in the commu
nity, citizenship in the Nation, citizenship in the 
world, safety, environmental science, and first 
aid. 

As he progresses through the Boy Scout 
ranks, a Scout must demonstrate participation 
in increasingly more responsible service 
projects. He must also demonstrate leadership 
skills by holding one or more specific youth 
leadership positions in his patrol and/or troop. 
These young men have distinguished them
selves in accordance with these criteria. 

For his Eagle Scout project, organized the 
cleanup of a neighborhood baseball field, by 
painting signs and removing debris he 
changed an eye sore in the community into a 
field to be proud of. 

Mr. Speaker, I ask you and my colleagues 
to join me in saluting Eagle Scout Craig Pro
vost. In turn, we must duly recognize the Boy 
Scouts of America for establishing the Eagle 
Scout Award and the strenuous criteria its as
pirants must meet. This program has through 
its 20 years honed and enhanced the leader
ship skills and commitment to public service of 
many outstanding Americans, two dozen of 
whom now serve in the House. 

It is my sincere belief that Craig Provost will 
continue his public service and in so doing will 
further distinguish himself and consequently 
better his community. I am proud that Craig 
Provost undertook his Scout activity in my rep
resentative district, and I join friends, col
leagues, and family who this week salute him. 

MELVIN ''MEL'' FURMAN, A MAN 
TO BE PROUD OF 

HON. NITA M. LOWEY 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mrs. LOWEY of New York. Mr. Speaker, I 
rise to pay tribute to Melvin Furman, a man 
who embodies the spirit of community service. 

This Saturday, Mel is being honored by the 
Jewish War Veterans of America, an organiza-
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tion which has upheld and defended human 
freedom and democracy at home and abroad 
for nearly a century. 

Mel has held positions of leadership within 
JWV at the national, county, and local levels. 
He served on JWV's National Executive Com
mittee and was the commander of the West
chester County JWV in 1977-78 as well as 
the commander of the Mount Vernon JWV 
Post No. 42 in 1971-72. 

He has also served as the chairman of the 
Central Committee for Veterans Affairs in 
Mount Vernon. Mel has worked tirelessly on 
behalf of veterans throughout his life and has 
provided tremendous assistance to fellow vet
erans to ensure that their needs are more 
adequately addressed than otherwise would 
be the case. 

Mel's military duty included 24 months as a 
staff sergeant in England during World War II 
as well as 8 months as a member of the occu
pation Army of Germany. 

His years of community service have in
cluded valuable volunteer work for Cancorp, 
an organization that arranges flights for cancer 
victims who need to travel to obtain needed 
medical treatment. 

Mel has been a leading Mount Vernon resi
dent for the past 60 years, and throughout his 
life he has been a vibrant and energetic partic
ipant in the community's life. That continues to 
this day as he works hard in a very active re
tirement. 

TRIBUTE TO WKSU'S EXPANSION 
IN TUSCARAWAS COUNTY 

HON. JAMES A. TRAFlCANf, JR. 
OF OHIO 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. TRAFICANT. Mr. Speaker, I rise on this 
momentous occasion to pay tribute and con
gratulate WKSU as they expand into 
Tuscarawas County. 

Throughout the month of October, WKSU 
celebrated this occasion with numerous 
groundbreaking ceremonies. WKSU's expan
sion was made possible by a grant from the 
Public Telecommunications Facilities Program 
as well as from generous contributions from 
the private sector. WKSU will use the funds to 
construct a new building for the station and to 
purchase new repeater stations. These new 
facilities will allow WKSU to reach an addi
tional 159,000 listeners. 

Mr. Speaker, I rise today to congratulate 
WKSU as they modernize their facilities to 
service an expanded number of listeners in 
my 17th District in Ohio and elsewhere. 

SOVIETS MUST STOP AID TO CAS-
TRO BEFORE GAINING MFN 
PRIVILEGES 

HON. FRANK J. GUARIM 
OF NEW JERSEY 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. GUARINI. Mr. Speaker, today I am in
troducing a bill which provides that the United 
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States should not grant most-favored-nation 
status [MFN] to the Soviet Union until the So
viet Union ceases all military and economic 
support for the regime of Fidel Castro. Simply 
stated, we should not be giving trade privi
leges to a nation while it sends billions of dol
lars to prop up a Cuban dictatorship that could 
be a threat to our national security and that 
makes a mockery of human rights. 

We must not forget the lessons of history. 
The Cuban missile crisis awakened Americans 
to the reality that there could be armed nu
clear warheads just minutes from our popu
lation centers. Fidel Castro's military-oriented 
economy has lowered the standard of living of 
the Cuban people. As everyone knows, he 
has no regard for internationally accepted 
human rights standards or the promotion of 
democratic values, and has instigated guerrilla 
activities in Latin America and other parts of 
the world for years. Mr. Castro allows no free
dom of the press, no religious activities, no 
workers' rights, and no criticism of his regime. 

The Cuban people who live under this des
pot yearn for freedom. They endure harsh 
prison sentences merely for seeking the same 
fundamental human rights that people in most 
nations take for granted. Each year, thou
sands of Cubans risk their lives crossing by 
boat or on home-made rafts to Florida to es
cape this ruthless dictator, while millions more 
continue their daily drudgery, working for a 
failed system. 

We must learn a lesson from history. This 
same man is far more desperate today than 
he was in the 1960's. He is cornered, he has 
ruined the economy, and he is increasingly 
isolated in a world that has all but abandoned 
a fatally flawed Communist ideology. 

Mr. Speaker, Fidel Castro has counted on 
the Soviet Union for survival. Indeed, 70 per
cent of Cuban trade is with the Soviet Union. 
Cuba receives almost all of its oil-vital to 
Cuban industry-from the vast Soviet petro
leum reserves. 

Moreover, at least $1 trillion in Soviet mili
tary aid flows to Cuba annually, in addition to 
over $3,500 million in economic assistance. 

Over the past few years, we have watched 
one Communist government after another 
being swept aside, giving rise to democracy, 
freedom, human rights, and economic oppor
tunity. Eastern Europe is now free. The Baltic 
States are free. The Soviet Union is collapsing 
into loosely associated republics with new
found rights and economic opportunities for 
their citizens. 

But, unfortunately for the Cuban people, 
Fidel Castro stubbornly clings to his repressive 
Communist ideology. Cubans are no closer to 
true freedom today than they were in 1960, 
and Mr. Castro, a die-hard Marxist, is trying to 
keep it that way. 

Mr. Speaker, every day that this tyrant stays 
in power, thousands of innocent Cubans lan
guish in prison for no crime other than the de
sire to be free. Millions more suffer under the 
yoke of totalitarianism. If Congress does not 
seize every opportunity to effect change in 
Cuba, the pain and suffering of an entire 
country will be on our hands. 

Today, as we watch the drastic new steps 
the Kremlin is taking, we must begin serious 
debate on whether to grant MFN status to the 
Soviet Union while it continues to support the 
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tyrannical Castro regime. I am here to remind 
my colleagues that trade privileges to the So
viet Union at this time would indirectly assist 
the Communist government of Fidel Castro. 
The money the Soviet Union saves in lower 
import duties in the United States could very 
well free up other Soviet funds to help prop up 
Mr. Castro. This is clearly contrary to the for
eign policy interests of the United States. 

The Soviet Union has become a vast poten
tial market for United States exporters, and 
improved trade relations between our two 
countries will help support the fledgling Soviet 
democracy. But in the interest of ensuring the 
security of the Western Hemisphere and pro
moting human rights, we must encourage the 
Soviet Union to stop supporting the despotic 
Cuban regime before we extend any trade 
privileges to the Soviet Union. 

I welcome President Gorbachev's an
nouncement that he will cut back Soviet troops 
in Cuba. My bill provides an incentive for him 
to continue these cutbacks. If the Soviet Union 
is serious about democratization, and if it 
wants trade privileges from the United States, 
then its foreign policy and foreign aid must re
flect this commitment. Subsidies to Fidel Cas
tro must stop. I urge my colleagues to support 
and cosponsor this important legislation. 

HWAC COMMENDED FOR 
ENVIRONMENTAL REPORT 

HON. DON RfiTER 
OF PENNSYLVANIA 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 
Mr. RITTER. Mr. Speaker, I rise today to 

commend the Hazardous Waste Action Coali
tion [HWAC] for their leadership in taking an 
innovative approach to examining a new pro
fession that has evolved-the hazardous 
waste practice-and for having the foresight to 
recognize the need to integrate the complex 
interrelationship among current laws and regu
lations, liabilities of hazardous waste manage
ment, roles and responsibilities of all involved 
parties, and the state of the technology. 

HWAC, an association of engineering and 
science firms engaged in the investigation and 
cleanup of hazardous waste sites, recently re
leased a report entitled, "The Hazardous 
Waste Practice-Technical & Legal Environ
ment 1991 ," which provides a history of haz
ardous waste cleanup over the past decade 
and an assessment of the progress that has 
been made. This distinctive document also ex
plains the technical uncertainties involved in 
the hazardous waste practice, the impact of li
ability concerns on cleanup activities, and the 
reality and magnitude of the problems remain
ing, which this Congress will address during 
this legislative session. 

Founded in 1985, HWAC has been a lead
ing voice for those attempting to clean up haz
ardous waste created by others. HWAC mem
bers employ approximately 75,000 people who 
constitute the vast majority of this great Na
tion's highly trained consulting engineers, sci
entists, geologists, hydrogeologiests, toxi
cologists, and chemists working on these vital 
public health and safety problems. These per
sonnel are located in over 800 offices through-
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out the United States, and provide the greatly 
needed technical expertise to clean up the 
hazardous waste sites which are located in all 
of our districts. 

As this body begins to examine legislation 
reauthorizing the Resource Conservation and 
Recovery Act [RCRA], I strongly urge that you 
review the HWAC report and reflect upon its 
analysis of the lessons learned in the last 1 0 
years of hazardous waste cleanup. This Con
gress must learn from past cleanup efforts to 
ensure that hazardous waste management 
and restoration laws provide a safe environ
ment for future generations. Copies of the re
port are available from HWAC. 

A DEBATE OVER ASSISTANCE TO 
THE SOVIET UNION 

HON. ILEANA ROS.LEHTINEN 
OF FLORIDA 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 
Ms. ROS-LEHTINEN. Mr. Speaker, the de

bate over granting foreign aid to the Soviet 
Union is getting more controversial every day. 

For over 40 years, the nation whose Com
munist rulers were absorbed in adventurism 
and expansionism is now stagnant. Today, 
there is a new ideal in the Soviet Union and 
now this nation is looking at the United States 
and other nations for assistance. 

Before the United States considers provid
ing any new assistance to the Soviet Union, 
several of my colleagues and I believe it is im
portant to establish at the outset the condi
tions that would have to be met by the Sovi
ets. The conditions in the Kyl, Frank, Miller, 
Ros-Lehtinen, McCollum amendment could 
have been easily accomplished. One of the 
key elements of this amendment was for the 
Soviet Union to cease economic aid to Cuba. 
Indeed, my colleagues and I felt that it is in 
the best interests of both the United States 
and the Soviet Union to achieve this goal, and 
as soon as possible. Unfortunately, this 
amendment failed to be included in the foreign 
aid bill because it was taken out in behind the 
scenes negotiations, out of the public eye. 

We all are aware that democracies are less 
threatening than authoritarian governments. 
That is why it is in the interest of the United 
States to exercise appropriate influence to fos
ter change in the Soviet Union, to achieve a 
total transformation of its political, economic, 
and military systems. 

In addition to the cutting off of aid to Cuba, 
the conditions to grant any new aid initiative 
must also include significant improvements in 
human rights, the creation of a democratic 
government, a reduction in military forces and 
spending, and an establishment of a free-mar
ket economy. If Mr. Gorbachev wishes to 
move toward a democratic and free-market 
society, as he claims, then he should save his 
government $4.5 to $7 billion annually by ter
minating aid to Cuba. Until Mr. Gorbachev 
does this, we must not consider any assist
ance to the Soviets based on their promise to 
free their own people while they continue to fi
nance the subjugation of millions of Cubans. If 
the United States sends aid to the Soviets, we 
are taking part in this subsidy. Even if the 
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United States tax dollars do not directly reach 
Havana, we are certainly freeing up Soviet 
money to send to Castro. 

Congress will soon be faced with voting on 
most-favored-nation [MFN] status to the Soviet 
Union. Under the fast-track authority, Presi
dent George Bush submitted his recommenda
tion for MFN status to the Soviet Union. Under 
the fast-track authority, Congress can only 
vote up or down, without attaching amend
ments, and on a strict deadline for any trade 
vote. 

President Bush feels that the time is right to 
grant MFN status to the Soviet Union, and his 
recommendation to do so was submitted to 
the Congress in early October. In response to 
these actions, I am an original cosponsor of 
Representative FRANK GUARINI'S bill which 
conditions continued MFN status next year on 
the cessation of all Soviet military and eco
nomic aid to Cuba. Because of the way the 
law of fast-track authority is written, nothing 
can be done sooner to condition MFN status 
to the Soviet Union before 1992. 

In the interest of human rights and ensuring 
security of the western hemisphere, we must 
influence the Soviet Union to cease aid to the 
Cuban regime before we extend any trade 
privileges to the Soviet Union. 

Through the years, Congress has expressed 
its outrage over the human rights abuses ex
ercised by Castro. Now is the time that his 
militaristic regime be cut off by his Soviet ben
efactors. We must reinforce these messages. 

For the first time in over 40 years, the Unit
ed States and the Soviet Union have a chance 
to develop a positive relationship. But the So
viet Union must be an honest broker for this 
relationship to work and we must not allow 
ourselves to foolishly believe the Soviets. 

We have been mislead too many times al
ready. 

NOVEMBER IS HOSPICE MONTH 

HON. ELTON GAU.EGLY 
OF CALIFORNIA 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. GALLEGL Y. Mr. Speaker, I rise today to 
remind my colleagues that the President has 
declared November to be National Hospice 
Month, and to join me in honoring the impor
tant role that hospices play. 

As the President has stated: 
Employing the skills of a full cadre of 

health care professionals and volunteers-in
cluding physicians, nurses, counselors, 
therapists, and members of the clergy-hos
pice care enables the terminally ill individ
uals to live peacefully and comfortably in 
their final days. The dedicated men and 
women who provide hospice care help termi
nally ill patients to face natural death with
out feeling alone or unprepared. They also 
help patients' families cope with emotional 
suffering and loss. A vital portion of our Na
tion 's health care system, hospice programs 
reaffirm the inherent dignity and worth of 
each individual while underscoring our rev
erence for human life. 

I also would like to pay special honor to 
Camarillo Hospice, the first bereaved program 
in Ventura County, CA. Formed in 1978, the 
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hospice is a hospital-based but autonomous 
organization, based in Pleasant Valley Hos
pital. Like most such organizations, Camarillo 
Hospice is committed to the dignity of the 
human experience. It is about living, not about 
dying. This volunteer group believes that it is 
the quality of life that matters, whether that life 
is measured in years, days, or hours. 

Mr. Speaker, Camarillo Hospice will provide 
its 1-on-1 care to more than 800 individuals 
and family members this year alone, and 
serves the communities of Camarillo, Somis, 
Santa Rosa Valley, Moorpark, and the Navy 
bases at Point Mugu and Port Hueneme. 

As the Nation and California commemorate 
the fine work of hospices, I'm sure my col
leagues join me in saluting the volunteers and 
staff associated with Camarillo Hospice-in
deed, those associated with all of the many 
fine hospices nationwide-for the fine work 
they do in providing clients and families with 
the emotional, practical and spiritual assist
ance they need. 

OREGON SUPPORTS FREEDOM 
FLIGHTS FOR SOVIET JEWS 

HON. LFS AuCOIN 
OF OREGON 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4,1991 
Mr. AuCOIN. Mr. Speaker, I want to express 

my gratitude to Jerry Stern of Portland, OR, 
for his most recent efforts in support of the na
tional Continuing Exodus campaign to bring 
Soviet Jews to Israel. Mr. Stern has agreed to 
pay the entire $250,000 cost of chartering a 
plane to bring 250 Soviet Jews to Israel. He 
has encouraged others to contribute to the 
cost of a second plane, and so far pledges 
have come in to pay for 64 of the 250 seats 
on this second plane. 

Throughout its existence, the State of Israel 
has provided a haven for Jews from all parts 
of the world, from communities long victimized 
by intolerance and oppression. Now, the end 
of the cold war has enabled hundreds of thou
sands of Soviet Jews to obtain visas for Israel, 
achieving a long-sought goal of American for
eign policy. 

It is impossible not to admire the way Israel 
has risen to the challenge presented by the 
dramatic upsurge in immigration. An entire 
country is welcoming hundreds of thousands 
of new citizens with open arms, never hesitat
ing to make the sacrifices needed to turn this 
dream into a reality. 

Just as admirable is the generosity and 
dedication of Jerry Stern and the many other 
Americans who are doing so much to help the 
resettlement effort. I applaud these humani
tarian efforts and submit for inclusion in the 
RECORD an article from the Jewish Review. 

PORTLAND RESIDENT FUNDS ONE EXODUS 
FREEDOM FLIGHT 

Portland's first Freedom Flight, part of 
the national Continuing Exodus campaign to 
fly Jews directly out of the Soviet Union, 
will take wing in early January, thanks in 
part to a generous grant by Jerry Stern. The 
campaign's aim is to have two full flights 
under the Portland banner within the next 
several months. 

"There are Freedom Flights in ever com
munity in the United States," says Stern. "I 
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fear that this winter, when people in the 
U.S.S.R. find they don't have enough food 
and the store shelves are empty, there could 
easily be another coup attempt. But by then 
it will be too late. We have no other choice 
but to get our families out now." 

Stern is funding an entire plane as a chal
lenge to the Portland Jewish community to 
match it with a second flight. So far, 64 seats 
have been pledged on the second plane. It 
takes $250,000 to cover all the costs of char
tering a plane to bring 250 Soviet Jews to Is
rael. 

A seat can be purchased by individuals, 
groups or organizations for $1 ,000 with 
pledges payable over three years. All new 
pledges to Continuing Exodus can be credited 
toward a seat on the freedom flight. Seats on 
the plane can be purchased in memory or 
honor of a loved one. A nameplate will be at
tached to the actual plane seat. 

For more information, contact the Jewish 
Federation of Portland at 245--6219. 

HONORING THE BETSY ROSS 
LADIES AUXILIARY 

HON. ELIOT L ENGEL 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 
Mr. ENGEL. Mr. Speaker, it is my special 

privilege today to pay tribute to the Betsy 
Ross Ladies Auxiliary to the Veterans of For
eign Wars of the United States on the occa
sion of its 75th anniversary, which makes it 
the oldest ladies auxiliary in the VFW. 

All the veterans who participate at Bronx 
Post No. 95 know the dedication and commit
ment of the ladies auxiliary, and the commu
nity takes great pride in their accomplish
ments. From the day it was instituted in No
vember 1916, the women of Betsy Ross have 
been active in supporting the troops of the 
United States. Within a year of its founding, 
the group effected the donation of an ambu
lance to our troops in France and followed 
soon after with the donation of a second am
bulance in 1918. 

Over the years, their generous service has 
continued in the promotion of programs involv
ing youth activities, public safety, caring for 
disabled veterans, and a host of other activi
ties. After 75 years of service, the Betsy Ross 
Ladies Auxiliary shows no signs of slowing 
down. 

On behalf of the Bronx community, and with 
a larger thank you from our troops around the 
world, I congratulate all those who have been 
affiliated with the Betsy Ross Ladies Auxiliary 
for holding high the banner of strength and 
caring that characterizes the U.S. military. 

TRIBUTE TO THE DEDICATION OF 
THE CRAIG BEACH VILLAGE MU
NICIPAL BUILDING 

HON. JAMFS A. TRAFICANT, JR. 
OF OHIO 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 
Mr. TRAFICANT. Mr. Speaker, I rise to pay 

tribute to the Craig Beach Village Municipal 
Building as it opened its doors in my 17th Dis
trict of Ohio on October 19, 1991. 
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This is truly a great occasion. In 1930, the 
populace voted to incorporate Craig Beach Vil
lage with Harry Vest as its first Mayor. The 
people of the village hoped to see a building 
erected to house its government. 

That dream came true on August 12, 1991, 
when the first meeting was held in the Craig 
Beach Village Municipal Building. The dedica
tion ceremony on October 19, 1991, was in
deed, a monumental occasion. 

Mr. Speaker, I rise today to pay tribute to 
the people of Craig Beach Village and their 
new municipal building. I congratulate them 
and wish them well. 

TRIBUTE TO ROBERT P. PICARD, 
R.N. 

HON. RONALD K. MACHTLEY 
OF RHODE ISLAND 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. MACHTLEY. Mr. Speaker, I rise today 
to recognize Robert P. Picard, R.N., of 
Woonsocket, Rl. Robert P. Picard is the recipi
ent of the Francesco Cannistra, M.D. Memo
rial Award. 

The Francesco Cannistra Memorial Award is 
presented each year by Thundermist Health 
Associates, of Woonsocket, Rl, to the person 
in the northern Rhode Island community who 
has done the most to improve health care. 

Robert Picard received his associate of 
science degree in nursing in 1970. Mr. Picard 
is currently employed as a Urological Nurse 
Specialist for the Visiting Nurse Service of 
Greater Woonsocket. Previous to this job he 
was employed by Landmark Medical Center 
for 23 years. Over the years Robert Picard's 
contributions to the community have been ex
traordinary. 

Robert Picard was a founding member of 
the Association of Operating Room T echni
cians of Rhode Island. He has also served as 
treasurer for the Association of Operating 
Room Nurses of Rhode Island. In addition, he 
was the coordinator for the Advanced Life 
Support System for Woonsocket. 

Robert Picard currently serves on the board 
of directors of the Northern Rhode Island 
Community Mental Health Center. He also 
presently serves as vice president for the 
board of directors at Tri-Hab, Inc., and he is 
the treasurer of the Woonsocket Rotary Club. 

Through his career in the nursing profes
sion, Robert Picard has received many 
awards. In 1970, he was the recipient of the 
Student Nurse of the Year Award. The Amer
ican Heart Association has presented him with 
the Nurse of the Year Award in 1985, and the 
Special Service Award in 1988. 

It is with great pleasure that I congratulate 
Robert Picard as the recipient of the 
Francesco Cannistra Memorial Award. Robert 
Picard has built a reputation in nursing that is 
admired by all associated with profession. I 
extend my best wishes to Robert Picard for all 
his future endeavors. 
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BRADFORD JAMES BOISVERT 
EARNS EAGLE SCOUT AWARD 

HON. JACK REED 
OF RHODE ISLAND 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. REED. Mr. Speaker, I rise today to sa
lute a distinguished young man from Rhode 
Island who has attained the rank of Eagle 
Scout in the Boy Scouts of America. He is 
Bradford James Boisvert of Troop 49 in War
wick and he is honored this week for his note
worthy achievement. 

Not every young American who joins the 
Boy Scouts earns the prestigious Eagle Scout 
Award. In fact, only 2.5 percent of all Boy 
Scouts do. To earn the award, a Boy Scout 
must fulfill requirements in the areas of leader
ship, service, and outdoor skills. He must earn 
31 merit badges, 11 of which are required 
from areas such as citizenship in the commu
nity, citizenship in the Nation, citizenship in the 
world, safety, environmental science, and first 
aid. 

As he progresses through the Boy Scout 
ranks, a Scout must demonstrate participation 
in increasingly more responsible service 
projects. He must also demonstrate leadership 
skills by holding one or more specific youth 
leadership positions in his patrol and/or troop. 
These young men have distinguished them
selves in accordance with these criteria. 

For his Eagle Scout project, he donated his 
time, talents, and organizational skills to co
ordinate a community dinner for the members 
of a local church. He is an outstanding young 
man who is an inspiration to many. 

Mr. Speaker, I ask you and my colleagues 
to join me in saluting Eagle Scout Bradford 
James Boisvert. In turn, we must duly recog
nize the Boy Scouts of America for establish
ing the Eagle Scout Award and the strenuous 
criteria its aspirants must meet. This program 
has through its 80 years honed and enhanced 
the leadership skills and commitment to public 
service of many outstanding Americans, two 
dozen of whom now serve in the House. 

It is my sincere belief that Bradford James 
Boisvert will continue his public service and in 
so doing will further distinguish himself and 
consequently better his community. I am 
proud that Bradford James Boisvert undertook 
his Scout activity in my representative district, 
and I join friends, colleagues, and family who 
this week salute him. 

THE CALABRIA MUTUAL AID 
SOCIETY: COMMITTED TO SERVICE 

HON. NITA M. LOWEY 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Monday , November 4, 1991 

Mrs. LOWEY of New York. Mr. Speaker, 
Westchester's vibrant Italian-American com
munity has made numerous important con
tributions to the well-being of Westchester. 
Without our flourishing and vibrant Italian
American community, our county would be a 
poorer place. A prime example of this is the 
work of the Calabria Mutual Aid Society, and 
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the honorees for its 1991 dinner-dance, As
semblymen Ron Tocci and Frank DiMarco. 

The Calabria Society, like other mutual aid 
societies in Westchester, does innumerable 
good works throughout our community. 
Through charitable giving drives, scholarship 
funds, and other worthwhile activities, they 
help to improve the quality of life of many of 
their neighbors as well as their own members. 
The Calabria Mutual Aid Society has been in
volved in this good work for 55 years. 

One of the leaders of the society for more 
than 15 years is Assemblyman Ron Tocci, 
who has also represented the Sound Shore 
area in the New York State Assembly since 
1985. He is a hardworking and conscientious 
legislator whose service in the assembly has 
been marked by a tremendous commitment to 
the fight against substance abuse, particularly 
among young people. As chairman of the 
committee on harbors and coastal zones, he 
has done a tremendous job of focusing atten
tion on the need to clean up our State's water
ways. Throughout his life, from his service as 
a paratrooper in Vietnam, to his tenure on the 
Westchester County Legislature, to the excel
lent work that he does today, Ron Tocci has 
been a model public servant. That spirit car
ries over, as well, into his service with the 
Calabria Society. 

His commitment to a better Westchester is 
matched by that of Frank DiMarco, a descend
ent of a Calabria region family who is no 
stranger to community service. An attorney in 
private practice in New Rochelle, Frank has 
been active in the Calabria Society since 
1975. Since 1978, he has held the position of 
lecturer in the society. His involvement in pro
moting the improvement of our community 
does not stop there, however. He has also ap
plied his remarkable energy and many talents 
to such organizations as the Kiwanis Club, the 
Residence Park Neighborhood and Civic As
sociation, of which he is treasurer and a mem
ber of the board of directors, and the Bronx 
Lodge of Elks, of which he is past exalted 
ruler. 

These two individuals, Mr. Speaker, truly re
flect the kind of dedication and commitment 
that make the Calabria Mutual Aid Society the 
important force in our community that it is. I 
am proud to have this outstanding group in 
the district that I represent. Indeed, everyone 
in Westchester is fortunate to have them work
ing to improve our community. I am sure that 
all of my colleagues join me in congratulating 
Assemblymen Ron Tocci, Frank DiMarco, and 
all of the society's members on this special 
occasion. 

COLUMBIA UNIVERSITY-A CEN
TER FOR THE STUDY OF ITALY 

HON. FRANK J. GUARINI 
OF NEW JERSEY 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. GUARINI. Mr. Speaker, it is with a great 
sense of pride, having received my naval corn
mission from Columbia University's mid
shipman's school and as a Member of the 
House from New Jersey of Italian ancestry, 
that I bring to the attention of my distinguished 
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colleagues the news that Columbia University 
has again become a major center for the 
study of Italy in the United States. Thanks to 
the enlightened decision of the Italian Govern
ment to acquire from Columbia for $10 million 
the Casa ltaliana, an imposing Florentine-style 
building on its campus, and to allocate an ad
ditional $7.5 million for its restoration, Colum
bia will be able to resume its role as a world 
leader in Italian studies. 

The Casa ltaliana, a gift to Columbia in 
1927 by a group of businessmen of Italian an
cestry and for many years thereafter the Cen
ter for Italian Studies at Columbia, had 
reached the point where either a massive ef
fort had to be made to renovate its structure 
and facilities or its original role would have to 
be abandoned. There was no choice. The sum 
needed to reach this goal was beyond the 
means of Columbia or the supporters of the 
Casa ltaliana in this country. 

A devoted group of educators, diplomats, 
students, and outside scholars devised an 
international plan to reach the goal. They 
knew that the road would be filled with obsta
cles and that the redtape of government and 
nonprofit institutions would be difficult to cut. It 
took them 3 years of work in the United States 
and Italy. The leaders of this group in the Unit
ed States were Prof. Maristella Lorch, long as
sociated with Columbia University, and 
Francesco Corrias, the former Italian Consul 
General in New York, and in Italy were Prime 
Minister Fuilio Andreotti and President 
Francesco Cossiga. 

They devised quite an ingenious scheme 
whereby Italy would buy Casa ltaliana from 
Columbia and then lease it back to Columbia 
after renovating it. Columbia would create ex
novo "The Italian Academy for Advanced 
Studies in America" at Columbia University 
and cover its operating costs with proceeds 
from the sale. The academy was inaugurated 
on May 6, 1991, with an impressive ceremony 
attended by the President of Italy, the Prime 
Minister, the Foreign Minister, and many other 
Italian dignitaries and scholars. Representing 
Columbia were the president, the provost, and 
many faculty members from various dis
ciplines, all of them scholars devoted to Italian 
culture, along with several hundred guests. 
The academy's first official activity was a 4-
day congress "Cicero in America: Education 
and Political Life" chaired by Prime Minister 
Andreotti as founder and president of the Cen
ter for Ciceroina Studies in Rome. Here was 
Cicero speaking across the ages with his 
ideas embodied in our very constitution. Co
lumbia is now reborn as the Center of Italian 
Studies in this country. Why reborn? Simply 
because, unknown to many, Columbia College 
was in 1805 the first American college to insti
tute a course in Italian language, history, and 
poetry. There were no politics to be played at 
the time. Italy was not a state but rather a 
land of many nations with a common language 
and a tremendous wealth of humanistic, artis
tic, and scientific thinkers. Columbia's choice 
to fill the new post was Lorenzo Da Ponte, a 
Venetian subject. Why Da Ponte? Because he 
embodied the qualities of deep devotion to 
and profound knowledge of Italian culture. Da 
Ponte was well known in this era in the courts 
of Europe and its universities as the master 
port who gave Mozart his most famous libretti 
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among them Don Giovanni, Nozze Di Figarao, 
and Cosi Fan Tutte. To celebrate Da Ponte's 
contributions to Columbia, the United States, 
and Italy, an exhibit was inaugurated on May 
1, 1991, "Lorenzo Da Ponte: A Vision of Italy 
From Columbia College (1805-1838)." His 
tireless enthusiasm for bringing the two cul
tures together was presented with an elegant 
sense of propriety at the moment the academy 
came into being. 

The new Italian Academy at Columbia is a 
unique example of international cooperation in 
the field of higher learning. The academy is a 
single entity with a dually composed board of 
guarantors appointed by Italy and Columbia to 
guide and supervise its activities. The presi
dent of the academy is Michael Severn, presi
dent of Columbia University; its honorary 
president is Francesco Cossiga, president of 
the Italian Republic. Prime Minister Giulio 
Andreotti is its founding fellow together with 
President Severn and the academy's first di
rector, Prof. Maristella Lorch. The board of 
guarantors, chaired by Columbia Provost Jon
athan Cole, also has the authority to appoint 
fellows of the Italian Academy. A fellow is 
someone deemed to have earned that honor 
by an enduring and notable contribution to hu
manity made in a context related to Italy and 
Italian culture. The academy does not enroll 
students nor award degrees. Its goal is to be 
the catalyst for the best scholars in the hu
manities, history, literature, mathematics, the 
arts, and the sciences. To this end, the Italian 
Academy will focus on the endowment of per
manent chairs in these disciplines and bring 
and Columbia the finest minds in the world for 
lectures, seminars, and research. These 
scholars will continue to follow the time-hon
ored tradition of embodying knowledge from 
the shoulders of giants-the great minds of 
the past-to honor the present and to pursue 
the quest for knowledge into the future. 

The Sanpaolo Foundation, the Philanthropic 
Arm of the Institute Bancario San Paolo Di 
Torino, was the first to endow a chair at Co
lumbia under the new Italian Academy-a 
$1.8 million grant establishing the Sanpaolo 
Professorship in International Journalism. 
Similar endowments are being sought for 
chairs in various disciplines from other Italian 
institutions but not from them alone. The pur
suit of higher learning is becoming more cost
ly. In this new global time, we should work 
hard to find ways to reduce military expendi
tures and endow many more professorships 
and chairs at Columbia and other educational 
institutions. 

I will continue my efforts to improve edu
cation at every level, starting with kinder
garten. We must fight illiteracy and improve 
educational opportunities everywhere. But we 
cannot ignore the scientists and researchers 
who spend endless hours at their microscopes 
and computers striving to lessen suffering, to 
create richer, better lives for all. Mr. Speaker, 
I commend all those who have contributed to 
the founding of the Italian Academy. I urge full 
support for it among Americans who believe in 
this mission as expressed in its motto: 
"Pensare lnsieme"-to think together. 
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HONORING ISIDORE DICKEN 

HON. EUOT L ENGEL 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. ENGEL. Mr. Speaker, it is my honor 
today to pay tribute to a man who has acco~ 
plished what few others have achieved. My 
constituent, Isidore Dicken, is celebrating his 
90th birthday. 

Over 9 decades, Isidore has traveled many 
miles and seen many people and places. He 
was born in Russia in 1901 and came to the 
United States in 1923. One of his proudest 
moments occurred when he became a citizen 
of the United States in 1940. 

Much of his career was dedicated to the 
craft of tailoring, where he brought color and 
style to people's lives. He made suits in Man
hattan for famous stars such as Bob Hope 
and Julius LaRosa, and costumes for many 
Broadway plays at the Theater Costume 
House. 

Isidore Dicken has been a dedicated family 
and community person. His late wife, Fay, and 
his son, Martin, have been the main recipients 
of this affection. But Isidore has also been ac
tive in the community as an air raid warden 
during World War II and as a member of the 
Co-op City Democratic Club. 

It is impossible to fit 9 decades of activity 
into a short statement, so I must conclude by 
congratulating Isidore Dicken for reaching this 
milestone, and also thank him on behalf of the 
community for his outstanding citizenship. 

HONORING DAVE COURVOISIER 

HON. JAMES H. BILBRA Y 
OF NEVADA 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. BILBRAY. Mr. Speaker, I rise today to 
honor a man whose dedication to helping to 
fulfill the needs of disadvantaged children has 
recently earned him the City of Hope National 
Medical Center's Spirit of Life Award. Dave 
Courvoisier, news anchor of NBC's Las Vegas 
affiliate KVBC, has become a local favorite 
and has distinguished himself both within the 
journalism and local philanthropic commu
nities. 

Courvoisier was raised on a farm near the 
small town of Greenville, IL, where he was ac
tive in sports, student government, and the an
nual school musicals, all the while keeping his 
grades in the top 20 percent of his class. He 
went on to attend the University of Illinois and 
graduated with a bachelor's degree in edu
cation, subsequently completing his student 
teaching requirements near Chicago. He then 
attended graduate school for a master's in ex
ercise physiology while at the same time he 
researched heart patients using 24-hour-elec
trocardiograms, under a grant from the Illinois 
Heart Foundation. 

After years of traveling and working for var
ious companies, Courvoisier discovered his 
current and most loved profession, broadcast
ing and communications. His first major job in 
television news came at CBS affiliate KFVS-
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TV in Missouri. It was here he became in
volved ·with the Wednesday's Child Program 
which focused each week on a different child 
in need of adoption. 

Courvoisier continued his series under the 
name "Best Friends" in North Carolina and 
then he moved to Las Vegas, where he is now 
a widely respected news anchor. He is now a 
major advocate for the homeless and foster 
children, as well as those seeking a big sister 
or big brother. As a member of the First Chris
tian Church in Las Vegas, he serves as chair
man of the finance committee and as an elder. 

Mr. Courvoisier's accomplishments are 
many and his dedications are outstanding. I 
understand why the City of Hope is proud to 
honor a man who has found such a personal 
way to touch the hearts of disadvantaged chil
dren while sending a compassionate message 
about their needs to· thousands. I ask you to 
join with me in praising this year's Spirit of Life 
Award recipient, who is an ideal model for not 
only the young people his work affects, but for 
all people everywhere. 

TRIBUTE TO JAMES L. HEALY, JR. 

HON. CHFSTER G. ATKINS 
OF MASSACHUSETTS 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4,1991 

Mr. ATKINS. Mr. Speaker, it is with sadness 
that I rise today to inform my colleagues of the 
passsing of Mr. James L. Healy, Jr. Jimmy 
was a young man who displayed incredible 
dedication and commitment to his home town 
of Westford, MA. He will be greatly missed by 
all who were fortunate enough to have known 
him. 

Following a Healy tradition set by his grand
father, Jimmy was elected to the Westford 
Board of Selectment in 1988 of which he was 
chairman at the time of his death. He was a 
man who brought enthusiasm, energy, and a 
heightened sense of compassion to every civic 
endeavor with which he became involved. As 
a selectman he displayed a rare combination 
of community and academic mindedness that 
helped townspeople to appreciate the simple 
beauty and historic richness of Westford. 

His greatest contribution, however, was the 
example he set for people young and old 
about commitment to one's community. In 
Jimmy we saw a man whose dedication and 
sense of responsibility to his town was second 
only to his family. Even during his final weeks 
Jimmy found the strength to attend a board 
meeting in an attempt to balance the town 
budget despite the physical pain of recent sur
gery. Two days later, he again left the hospital 
to attend a special town meeting out of con
cern for his constituents. His selfless act of 
courage symbolizes Jimmy's unique sense of 
commitment and love for his town. 

Jimmy Healy was a man of many acco~ 
plishments. The list of his civic involvements is 
long and commendable. It illustrates the diver
sity of his knowledge and interests. He was a 
former trustee of Westford's J.V. Fletcher Li
brary and served on the town's 250th Anniver
sary Committee. He was president of the La
fayette Committee in Boston, and was a me~ 
ber of the Union Club, the Harvard Club of 
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New York, the Franco-American Club of Forge 
Village, Westford, and the Massachusetts Mu
nicipal Association. 

Jimmy was a man who appreciated edu
cation. After graduating from Harvard Univer
sity, he studied classical archeology at Bryn 
Mawr University in Pennsylvania and attended 
the American School of Classical Studies in 
Athens while working on digs in Greece and 
Turkey. 

Jimmy also has an impressive career as 
video producer. As a vice president for Enter
prise Media Inc., he conceived The Modem 
Presidency series which was hosted by David 
Frost. More recently he had worked as a con
sultant and video producer for his own com
pany, Healy Associates. 

Mr. Speaker, I offer my condolences to the 
Healy family and friends who I'm sure can 
temper their sadness with the knowledge that 
Jimmy's love for and service to his town will 
long be remembered. Jimmy was truly a spe
cial individual, a traditionalist who by following 
in the footsteps of his ancestors has further 
confirmed his family as a cornerstone of the 
Westford community. Jimmy has left his indi
vidual mark too; a tradition of unyielding cour
age, unequaHed dedication, and unparalleled 
commitment to public service and his beloved 
hometown of Westford. This he displayed 
even during a time of great physical pain and 
personal suffering. Mr. Speaker, it is this level 
of commitment to public service that is nec
essary to lead this nation into the future and 
to meet the many difficult challenges which lie 
ahead. 

CONFERENCE REPORT TO H.R. 2508 

HON. CARDISS COWNS 
OF U.LINOIS 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mrs. COLLINS of Illinois. Mr. Speaker, ear
lier this week the House considered the con
ference report to H.R. 2508, the Foreign As
sistance Authorization for fiscal years 1992 
and 1993, and I am pleased to see that this 
legislation, along with my dissenting vote, was 
rejected. 

I looked long and hard at this legislation, Mr. 
Speaker. It contained some excellent provi
sions, including a reversal of the administra
tion's Mexico City fam~y planning provisions 
and $1 billion for aid to Africa. Furthermore, I 
had been a supporter of foreign aid programs 
in the past. I believe that, as the world's first, 
and now last, superpower, we have been en
trusted with certain responsibilities which we 
must uphold. We have continually cast our
selves in the role of freedom's champion, a 
role which cannot simply be shed by our ap
parent victory in the cold war. 

My support for this legislation, however, was 
muted by the ever deteriorating quality of life 
here in our own cities and towns, while yet we 
continue to ship our dollars overseas for de
velopment abroad. Never before has one 
American generation been expected to have a 
lower standard of living than their parents. We 
have over 30 million working Americans with 
no health insurance whatsoever and the high
est infant mortality rate in the industrialized 
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world. We have millions of unemployed Ameri
cans with no benefits and millions of unem
ployable Americans because our education 
system is in shambles. And we have millions 
of Americans who live in squalid housing, with 
millions more who have no housing at all. 
Parts of my district, Mr. Speaker, have living 
conditions resembling those of many Third 
World nations, the very nations this legislation 
would have benefited. 

Mr. Speaker, democracy has taken root 
throughout the world. We do not have the ex
pansionism of the evil empire anymore to 
focus our dollars against. I believe it is time to 
begin concentrating our efforts, and our funds, 
on fighting our domestic enemies such as 
hunger, crime, and homelessness. People are 
hurting here in America and we must begin lis
tening to their pleas for help. I simply will not 
return to my district in Chicago to try to ex
plain to my constituents why this Nation can
not fund adequate health care programs, build 
affordable housing, and assist unemployed 
Americans whose benefits have been ex
hausted, but we can afford to send $25 billion 
abroad. It is unconscionable, Mr. Speaker, and 
I commend the House for rejecting the con
ference report. 

JO WALKER-MEADOR--COUNTRY 
MUSIC PERSONIFIED 

HON. BOB CLEMENT 
OF TENNESSEE 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 
Mr. CLEMENT. Mr. Speaker, I rise today to 

pay tribute to a lady whose efforts have 
played a great role in the development of the 
country music industry-Mrs. Jo Walker
Meador. 

Known globally, the Country Music Associa
tion is the world's most active trade associa
tion. When people think of the CMA, they think 
of Jo Walker-Meador, who was responsible for 
establishing the international reputation of re
spect the CMA commands. 

For more than 30 years Jo Walker-Meador 
has given her time and talent to develop the 
Country Music Association into the entity it is 
today-a worldwide organization with more 
than 7,000 members dedicated to the Amer
ican art form of country music. 

Jo began her tenure with CMA in 1958 as 
office manager. Shortly afterward she became 
CMA's executive director, a position she held 
for more than 30 years. 

Born Josephine Denning in Orlinda, TN, Jo 
attended Lambuth and Peabody Colleges and 
was employed by an amusement company 
and a food company before joining CMA. Jo 
has assisted CMA in establishing many impor
tant events and activities during her years with 
the organization, such as the Country Music 
Hall of Fame, the annual Awards Show, Fan 
Fair-with the Grand Ole Opry, SRO, formerly 
the Talent Buyer's Entertainment Marketplace, 
and the Music Industry Professional Seminar. 

Jo has been recognized for her contribu
tions to the country music industry on many 
occasions. In 1970, the city of Nashville pre
sented her with the Metronome Award, given 
each year to the person who has done the 
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most to further Nashville as a center for enter
tainment. In 1981, she was named Lady Exec
utive of the Year by the Nashville Chapter of 
the National Women Executives, the SEAC 
Ambassador of Country Music, and the BMI 
Commendation of Excellence. She has also 
received the International Hubert Long Award 
and the IFCO Tex Ritter Memorial Award. 

The Academy of Country Music honored Jo 
in 1983 with its Jim Reeves Memorial Award 
for her role in establishing the CMA's London 
office and her quarter-century of dedication to 
the industry. 

Jo has always been involved in community 
civic and charitable events. She is a member 
of the National Academy of Recording Arts 
and Sciences, the American Cancer Society, 
the Metropolitan Tourist Commission, the 
Nashville Area Chamber of Commerce Board 
of Governors, the National Music Council 
board of directors, the Arthritis Foundation, 
and many other organizations. 

She is the first woman ever elected to the 
Big Brothers of Nashville board of directors 
and in 1989 became the first woman elected 
as the organization's president. In 1977, she 
became the second woman ever elected by 
the membership of the Nashville Area Cham
ber of Commerce to serve a 3-year term on its 
board of governors. 

Mr. Speaker, country music is enjoying its 
greatest popularity ever. From Moscow to Min
nesota, Taiwan to Tennessee, more people 
than ever are listening to country music. Like 
any industry the country music business has 
enjoyed its highs and its lows. But, throughout 
the past three decades one lady has per
severed and dedicated her considerable tal
ents and time to ensuring this unique art form 
would grow and prosper. 

Jo Walker-Meador has announced her re
tirement as CMA's executive director effective 
December 31, but I suspect her contributions 
to the industry she so loves will continue 
throughout her lifetime. During the recent 
country music Association awards show in 
Nashville, Jo was recognized by President 
George Bush for her outstanding contributions 
to country music industry. 

The tributes to Jo will continue during spe
cial ceremonies in Nashville on November 14. 
Although I will be unable to attend because 
the House of Representatives will be in ses
sion, I want to take this opportunity to ask ev
eryone of my colleagues who has ever en
joyed country music-from Hank Williams to 
Garth Brooks-to join me today in saluting a 
lady whose work was often behind-the-scenes, 
but is as responsible as any single person for 
the popularity country music enjoys today. I 
salute and pay tribute to the achievement and 
accomplishments of Mrs. Jo Walker-Meador
one of the true Queens of country music. 

HONORING WILLIAM C. DANA 

HON. ELIOT L ENGEL 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 
Mr. ENGEL. Mr. Speaker, a little more than 

a year ago, I paid tribute here to William 
Dana, who at the time was celebrating his 

30003 
20th year as principal of Public School 21 in 
the Bronx. I return today to again speak of Bill 
Dana, this time in honor of his retirement from 
the New York City school system after more 
than 35 years as a teacher and principal. 

Such a retirement brings on mixed emo
tions. I am grateful to Bill Dana for all his 
years of service, and there is no doubt that he 
will be able to look back on his career with 
great satisfaction. For selfish reasons, I am a 
little upset because our schools are losing a 
great educator and a good friend. It is not 
often that a person as caring and dedicated as 
Bill Dana comes along, and it is only natural 
for us to wish that he could stick around for
ever. 

But it is time for Bill Dana to get a well-de
served rest, to spend more time with his family 
and friends, and to take the time to enjoy hob
bies and interests that have probably been put 
off for a long while. I simply wish to extend my 
thanks and best wishes to Bill Dana on behalf 
of the people of the Bronx. It has been a 
good, long career that deserves a good, long 
retirement. 

TODAY WE MUST ASK WHETHER 
OUR CHILDREN WILL LIVE BET
TER THAN WE DO: VOTE FOR 
THE HIGHER EDUCATION REAU
THORIZATION 

HON. MATIHEW G. MARTINFZ 
OF CALIFORNIA 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 
Mr. MARTINEZ. Mr. Speaker, opportunity is 

a great motivator. When Eugene Lang walked 
into his old junior high and announced that he 
personally would guarantee that every child in 
that auditorium who stayed out of trouble and 
graduated from high school would have guar
anteed funding to go to college, the results 
were remarkable. In the years that followed, 
achievement rates went up, dropout rates 
went down, and kids went to college rather 
than being sidetracked on dead-end streets. 
As effective as they are, the "I Have A 
Dream" and other similar projects can serve 
only a few students. 

Like Mr. Lang, the President sometimes 
ventures into classrooms, where he advises 
students to work hard, stay out of trouble, and 
go to college. This is good advice. 

However, advice is not always enough. 
Many youngsters already realize that no mat
ter how hard they work, their families simply 
cannot afford to send them to college. Parents 
realize this too: poll after poll shows families
many of them middle-income families-believ
ing that the cost of higher education is putting 
higher education out of reach. 

The decline in real wages for many families 
over the past decade suggests that these 
fears are rooted in the low productivity in the 
economy. Many families are finding that the 
economy just is not offering the opportunities 
it once did. 

The decline in student aid over the past 
decade has helped put college out of reach for 
many Americans. Average aid as a percent
age of the total costs at a public university 
sank from 81 percent in 198Q-81 to 61 per-
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cent in 1988-89. At private universities, aver
age aid covers only 21 percent of student 
costs! Federal policy has made things worse. 
Over the past decade student aid was 
switched from grants to student loans for stu
dents from low income families. This left low 
income students deep in debt at the point in 
their lives when they are trying to complete 
school, find a job, start a family, and keep a 
roof over their heads. Whether you look at de
fault rates, college completion rates, or the 
falling proportion of minority students on cam
pus, it is clear that the current student aid pro
gram needs improvement. 

If we do not act, we risk a dismal spiral in 
which weak economic performance under
mines education-which, in turn, undermines 
the future American economy. 

H.R. 3553 provides realistic access to high
er education for those able to benefit. H.R. 
3553 allows every child to go as far as abili
ties and hard work can take him or her. And 
it builds the foundation for continued growth. 
In other words, it empowers the great 
motivator: Opportunity. 

In 1980 candidate Reagan asked Americans 
whether we were better off than we had been 
4 years earlier. Today, we must ask the more 
important follow-up question. Today, we must 
ask "Will our children live better than we do?" 
Access to higher education is essential to en
suring that the answer will be "Yes." Like Lin
coln's land-grant colleges and Truman's Gl 
bill, this legislation works to translate the 
American dream into the American reality by 
ensuring that every child has full access to the 
educational opportunities that hard work entitle 
him or her to. I urge my colleagues to join me 
in supporting this vital legislation. 

ANOTHER OPPONENT OF TERM 
LIMITS 

HON. JAMES A. McDERMOTT 
OF W ASlllNGTON 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. McDERMOTT. Mr. Speaker, on October 
28, I addressed the House to discuss Wash
ington State's term-limit initiative. I identified 
several organizations based in Washington, 
DG-Citizens for Congressional Reform and 
Citizens for a Sound Economy-as the prin
cipal backers of this purported grassroots ef
fort. I identified the individuals who serve on 
the boards and advisory boards of these orga
nizations. 

Subsequemly, I have learned that Woodruff 
M. Price, corporate vice president for Federal 
affairs of CSX Corp., had resigned on October 
22 from the Washington Advisory Board of 
Citizens for a Sound Economy, because of his 
opposition to term limitations. I am pleased to 
correct the record, and I regret any embar
rassment my statement may have caused Mr. 
Price. 
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TRIBUTE TO WILLIAMSBURG JR. 
IDGH SCHOOL 

HON. NICK JOE RAHAU II 
OF WEST VIRGINIA 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. RAHALL. Mr. Speaker, today I honor 
Williamsburg Jr. High School, of Williamsburg, 
WV for winning the 199Q-91 State Physical 
Fitness Champion Award. 

This national contest is sponsored by the 
President's Council on Physical Fitness and 
Sports and is open to all students in all ele
mentary and/or secondary schools. To win, a 
school must have the highest percentage of 
students who have been awarded the Presi
dential Physical Fitness Award by scoring 85 
percent or higher on a battery of physical 
tests. Ranging from sit-ups to pull-ups to a 
one mile walk/run, these exercises test an in
dividual's strength, endurance, and agility. 

Mr. Speaker, I would like to applaud Wil
liamsburg Jr. High School for emphasizing the 
importance of health and fitness to their stu
dents. In a country where only 1 0 percent of 
the American youth can actually achieve a 
passing grade for physical fitness, the Presi
dential Physical Fitness Award merits praise! 

THE PEOPLE'S IMPRESARIO: A 
TRIBUTE TO JOSEPH PAPP 

HON. MAJOR R. OWENS 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. OWENS of New York. Mr. Speaker, I 
rise to pay tribute to New York theatrical pro
ducer Joseph Papp, who died of cancer 
Thursday, October 31, in Greenwich Village. 
Mr. Papp was a true innovator in the theater, 
taking risks to produce plays that were 
thought-provoking and controversial as well as 
entertaining. He will be remembered for mak
ing Shakespeare's plays accessible to mass 
audiences. He will also be remembered as a 
pioneer in what is called nontraditional casting, 
or placing actors of color in roles that were ini
tially created for white characters, particularly 
in some of his productions of Shakespeare's 
works. 

Shakespeare played a key role in Mr. 
Papp's decision to make the theater his life. 
Born Joseph Papirofsky 70 years ago in 
Brooklyn's Williamsburg section, the son of an 
impoverished immigrant trunkmaker and a 
seamstress, Mr. Papp began reading Shake
speare when he was 12 as a way to escape 
his bleak and economically deprived exist
ence. 

While in the Navy during World War II, Mr. 
Papp put on his first amateur productions. 
After the war, he studied acting and directing 
at the Actors Lab in Los Angeles. He later 
joined a touring production of the National 
Company's "Death of a Salesman," 

In 1954, while working at the CBS television 
network as a stage manager, Mr. Papp took 
over the basement of a church on Manhattan's 
Lower East Side and began producing plays 
for his New York Shakespeare Festival. Mr. 
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Papp's Public Theater, an outgrowth of the 
festival, became one of the Nation's leading 
nonprofit theaters. 

In the summer of 1956, Mr. Papp staged his 
city-funded Shakespeare Festival plays on the 
back of a flatbed truck, literally "putting his 
shows on the road" and taking his productions 
to all five of New York City's boroughs. His 
Central Park productions of Shakespeare 
plays were launched when one summer his 
mobile stage collapsed in the middle of 
Central Park. His annual Shakespeare sum
mer-in-the-park productions eventually be
came a New York City theatrical tradition. 

The plays were free and thus available to 
hundreds of low-income or no-income people 
who could not afford the often exorbitant 
prices of New York City theater tickets. Mr. 
Papp's commitment to bringing theater to 
mass audiences was evident in his tireless ef
forts to secure foundations' funding and pri
vate donations to pay for these annual free 
productions in Central Park. 

Mr. Papp built Central Park's Delacorte The
ater in 1962 while continuing to tour with his 
mobile plays. In 1987, Mr. Papp began a cycle 
of all of Shakespeare's 36 plays, presented ei
ther in the Public Theater complex or in 
Central Park. 

Mr. Papp gave many playwrights and actors 
of color mass exposure in mainstream theater, 
among them black actors Morgan Freeman, 
who later received a best supporting actor 
Oscar nomination for his work in the film 
"Street Smart," and Denzel Washington, who 
won a best supporting actor Oscar for his role 
in Congressman Major Owens/Extension of 
Remarks the film "Glory." 

My son Geoffrey acted in some of Joseph 
Papp's productions as part of a special pro
gram of Shakespeare plays for high school 
audiences in 1986 and 1987. Geoffrey played 
Romeo in "Romeo and Juliet" and Orlando in 
as You Like It," among other roles. He had a 
part in "Richard the Second," produced and 
directed by Papp at the Delacorte Theater, 
and he once played Puck in a Papp produc
tion of Shakespeare's "A Midsummer Night's 
Dream." This past summer, Geoffrey was the 
assistant director of a Papp production of 
"Othello," and he also understudied noted 
actor Raul Julia, who played Othello. 

Among the playwrights of color whose 
works were produced by Mr. Papp were 
Miguel Pinero, author of the prison drama 
"Short Eyes," Ntozake Shange, author of the 
groundbreaking work on the plight of black 
women, "For Colored Girls Who Have consid
ered Suicide When the Rainbow Was Enuf", 
and Charles Gordone's "No Place To Be 
Somebody," which won a Pulitzer Prize 
drama. 

Mr. Papp also produced many other plays 
with topical themes, such as "Hair," the 1967 
musical about the hippie counterculture, 
"Sticks and Bones," "More Than You De
serve," and "The Basic Training of Pavlo 
Hummel," which concerned the Vietnam war, 
and "The Normal Heart," concerning the AIDS 
epidemic. "The Normal Heart" has great per
sonal meaning for Mr. Papp, an early advo
cate of AIDS research. Mr. Papp lost his 28-
year-old son, Anthony, to the disease a year 
ago. 

Mr. Papp was a longtime champion of free
dom of speech and association. In 1958 he 
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was fired from his stage manager position on 
CBS television's "I've Got a Secret" game 
show when he refused to tell a congressional 
committee if he had ever been a Communist. 
More recently, he rejected grants from the Na
tional Endowment for the Arts because he 
would have had to sign an antiobscenity 
pledge. 

The theater and art worlds have lost a 
champion with the passing of Mr. Papp, as 
have the thousands who enjoyed the free, 
handsomely produced and creatively staged 
Shakespeare plays in Central Park and in the 
mobile theater tours over the years. The 
Washington Post has called Mr. Papp "the 
people's impresario." He was that, and more: 
He understood the importance of art and 
beauty in our everyday lives, and he dedicated 
his life to bringing art and beauty to all people, 
regardless of their color, class, or ethnic 
group. 

I appreciate Mr. Papp's stellar contributions 
to theater in New York City and nationally. I 
hope that, although Mr. Papp is gone, his ef
forts to make theater a mass experience and 
to make sure that art remains free and unfet
tered will continue to live on in the hearts of 
artists and audiences everywhere. 

HONORING JOSEPH APPICELLA 

HON. EUOT L ENGEL 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 
Mr. ENGEL. Mr. Speaker, for more than 

eight decades, the Palenese Society in Yon
kers has kept alive the spirit and citizenship 
that characterizes the Italian culture. The orga
nization has established itself in the commu
nity as one that upholds the fine qualities of 
Italian-Americans, such as respect for the law, 
love of family, and a tireless work ethic. 

That is why it is fitting that this year the 
Palenese Society is honoring Joseph Appicella 
at its 81 st annual dinner-dance. Joe has been 
a dedicated public servant, working in several 
economic development posts for the city of 
Yonkers, where he worked on revitalizing busi
nesses and creating jobs. He has also been 
an active member of the community outside of 
work. Joe's many affiliations include serving 
on the board of directors of his local home
owners association and of the Yonkers char>
ter of Big Brothers-Big Sisters. 

Most of all, Joe is a dedicated family man. 
His wife, Elvera, and his children, Jennifer and 
Jessica, can attest to that fact. 

Joe Appicella displays the attributes that 
honor his Italian-American heritage and his fel
low citizens at the same time. I join the 
Palenese Society in thanking Joe for his many 
contributions to the community. 

PARTISAN POLITICS AND THE 
MYTH OF THE OCTOBER SURPRISE 

HON. Bill McCOllUM 
OF FLORIDA 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 
Mr. McCOLLUM. Mr. Speaker, when the 

country is desperately asking Congress to ad-

EXTENSIONS OF REMARKS 

dress the issues that are important; this Con
gress prepares to conduct a partisan, political 
witch hunt called the October Surprise. 

The Democrat Party, the party of Jimmy 
Carter, frustrated at their inability to smear 
President Reagan during the Iran-Contra ex
travaganza now want to try to smear President 
Bush with innuendo and myth. I am placing in 
the RECORD a copy of the cover story from 
this week's edition of Newsweek magazine 
which reveals the myth of October Surprise. 

Perhaps the members of the Democrat 
Party can read this article and save the money 
they plan to spend to pursue this political 
farce. 

A copy of the article follows: 

[From Newsweek, Nov. 11, 1991] 
MAKING OF A MYTH 

It is a story that will not die-a dark tale 
of conspiracy and political intrigue that, if 
true, would constitute something like an ac
cusation of treason against George Bush, the 
late William Casey and other members of 
Ronald Reagan's 1980 presidential campaign. 
Briefly put, the "October Surprise" theory 
holds that Bush or Casey-or possibly Bush 
and Casey-<Jut a secret deal with Iran in the 
summer or fall of 1980 to delay the release of 
52 U.S. hostages until after the November 
elections. Their objective, or so the theory 
holds, was to deny Jimmy Carter whatever 
political advantage the hostgages' last
minute release might creat~r. in short, to 
swing the 1980 election toward Reagan and 
Bush. 

The October Surprise theory has been 
kicking around for the past 11 years, and it 
has become a mother lode for conspiracy 
junkies of all political persuasions. It got its 
biggest boost early this year when Gary 
Sick, a former member of Jimmy Carter's 
National Security Council staff, wrote an ar
ticle on the op-ed page of The New York 
Times asserting his belief that it could have 
happened. Sick, who has already written a 
much-praised book ("All Fall Down") about 
the Iran hostage crisis, is about to publish a 
second book laying out his case for the Octo
ber Surprise. The new book, to be published 
this week by Random House, is entitled "Oc
tober Surprise." The Senate Foreign Rela
tions Committee, meanwhile, voted last 
week to launch an investigation of the Octo
ber Surprise theory, and the House Rules 
Committee is scheduled to vote this week 
whether or not to launch a separate inves
tigation headed by Rep. Lee Hamilton of In
diana. So, true or not, the October Surprise 
is about to become yet another exhibit in the 
Beltway's chamber of Alleged Political Hor
rors-to escalate, along with the BCCI scan
dal, the Iran-contra affair and the savings 
and loan crisis, from cocktail-party gossip to 
subpoenas, sworn testimony and endless dis
putes among lawyers, investigators and wit
nesses. 

Like all good conspiracy theories, this one 
forces all who would deny it to prove a nega
tive-to prove that something did not hap
pen. As any logician can testify, proving a 
negative is ultimately impossible. Equally 
disturbing, the October Surprise theory has 
now become complicated and so hideously 
detailed that no reasonable person can say 
with absolute certainty that there was no 
conspiracy and no deal. but Newsweek has 
found, after a long investigation including 
interviews with government officials and 
other knowledgeable sources around the 
world, that the key claims of the purported 
eyewitnesses and accusers simply do not 
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hold up. What the evidence does show is the 
murky history of a conspiracy theory run 
wild. 

GOING MAINSTREAM: A STORY IS BORN 

Washington in the fall of 1980 was, like the 
rest of the United States, obsessed with the 
U.S. Embassy hostages in Iran. It was a na
tional crisis: Public officials, the voters and 
the news media were grasping at every 
rumor. Jimmy Carter, then running for a 
second term, was almost completely pre
occupied by obscure events half the world 
away; so was the Reagan campaign. In April, 
the Carter administration launched a des
perate military gamble to extract the hos
tages from captivity, and failed, miserably, 
in the smoking wreckage at Desert One. The 
campaign proceeded: Carter turned back Ed
ward Kennedy's challenge in the Democratic 
primaries, and Reagan dispatched George 
Bush. The hostage crisis, seemingly at an 
impasse, continued to simmer amid the hul
labaloo of an election campaign. The elec
tion came and went, with Carter's landslide 
defeat-and in December, with the hostages 
still held in Iran, rumors of some sort of 
backstage contract between the Republican 
campaign and the Iranian government first 
appeared in print. 

The outlet was hardly prestigious: the Ex
ecutive Intelligence Review, a periodical 
published by followers of right-wing political 
extremist Lyndon LaRouche. On Dec. 2, 1980, 
EIR ran a story alleging that former sec
retary of state Henry Kissinger, a target for 
LaRouche followers, "held a series of secret 
meetings during the week of Nov. 12 in Paris 
with representatives of Ayatollah Beheshti, 
leader of the fundamentalist clergy in Iran." 
This was attributed to "Iranian sources" in 
Paris. The article continued: "Top level in
telligence sources in Reagan's inner circle 
confirmed Kissinger's unreported talks with 
the Iranian mullahs, but stressed that the 
Kissinger initiative was totally unauthorized 
by the president-elect. 'If you know any way 
of controlling that man,' said one Reagan in
sider, 'please let me know'." (Kissinger said 
the EIR report was "totally untrue.") 

The story said that this meeting was the 
climax of a prior liaison: "* * * it appears 
that the pattern of cooperation between the 
Khomeini people and circles nominally in 
Reagan's camp began approximately six to 
eight weeks ago, at the height of President 
Carter's efforts to secure an arms-for-hos
tage deal with Teheran. Carter's failure to 
secure the deal, which a number of observers 
believe cost him the Nov. 4 election, appar
ently resulted from an intervention in Tehe
ran by pro-Reagan British intelligence cir
cles and the Kissinger faction." 

EIR said that its source "stressed" that 
those involved in this effort "did not have 
the approval of Ronald Reagan himself." 
Fast-forward to 1983, when the LaRoucheans 
returned to the story. An article in the Sept. 
2 issue of their journal New Solidarity gave 
more detail. "During the pre-election period, 
Carter and his crowd were frantically trying 
to negotiate a deal based on arms and 
spareparts shipments, which Iran des
perately needed after the outbreak of war 
with Iraq on Sept. 22 ***The deal * * *fell 
through when the hard-line mullahs boy
cotted the Majlis in late October. Ayatollah 
Beheshti-known as the most pro-Soviet of 
the mullahs-was the key mover behind 
this. " 

When the story got its next boost-in an 
April 1987 article in The Miami Herald-it 
was from former Iranian president 
Abolhassan Bani Sadr, by now in exile in 
Paris. Bani Sadr "said he learned after the 
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hostage release that two of the Ayatollah 
Ruhollah Khomeini's advisers had been in
volved in negotiations with the Reagan 
camp. The negotiations were to delay release 
of the hostages until after Reagan became 
president * * * The former president identi
fied the two as Hashemi Rafsanjani [now 
himself Iran's president] and Mohammed 
Beheshti." Bani Sadr said he had asked both 
men about this. "They laughed,' he said. 
"They didn't say no'." 

The Herald's story didn't get much play. 
But when Bani Sadr next spoke, to Flora 
Lewis of The New York Times in August 
1987, the story grew. With The New York 
Times, Bani Sadr was more specific than he 
had been with The Miami Herald. He said ne
gotiations with the Carter administration 
had been going well. "But then in October, 
everything suddenly stopped. My aides found 
out it was because the group in charge of the 
hostage policy, Rafsanjani, Mohammed 
Beheshti and Khomeini 's son, did not want 
Carter to win the election. There was a 
meeting in Paris between a representative of 
Beheshti and a representative of the Reagan 
campaign." These and subsequent events, 
Lewis wrote, "confirm for him persistent ru
mors that the Reagan campaign offered arms 
if the hostages were not released until after 
the 1980 election. * * *" The story had fi
nally made it into the mainstream. 

The timing was propitious-high summer, 
so to speak, for conspiracy buffs. The reason 
was the Iran-contra scandal, which proved 
that the Reagan administration had indeed 
engaged in secret dealings with Iran. Al
though the exact starting point of those se
cret negotiations remains obscure to this 
day, it seems clear that the roots of Iran
contra run deeper than anyone has been able 
to document publicly. The Reagan White 
House, it seems clear, was obsessed by Iran 
during the early 1980s. Iran-contra also 
showed that the administration was eager to 
engage in covert action, and that it was 
ready to lie, destroy documents and cover up 
a range of covert activities that violated the 
law. 

Contragate, in short, created fertile ground 
for the October Surprise theory. Reporting 
in November 1987, the joint investigating 
committee created by the House and Senate 
relegated the October Surprise rumors to a 
footnote. "There have been allegations that 
officials of the 1980 Reagan campaign-in 
order to prevent a pre-election announce
ment by President Carter (an 'October Sur
prise')-rnet with Iranian emissaries and 
agreed to ship arms to Iran in exchange for 
a post-election release of hostages," the re
port stated. "Reagan campaign aides were, 
in fact, approached by individuals who 
claimed to be Iranian emissaries about po
tential release of hostages, as were other 
campaign staffs. The committee was told 
that the approaches were rejected and found 
no credible evidence to suggest that any dis
cussions were held or arrangements reached 
on delaying release of hostages or arranging 
an early arms-for-hostages deal." 

It is likely that the October Surprise 
would have died somewhere in late 1987, ex
cept for the appearance of a group of appar
ently knowledgeable, conspiracy-minded 
"super-sources." Journalists are vulnerable 
to the 1 ure of a super-source-another Deep 
Throat, someone who knows all and pieces 
everything together in a nice, neat package. 
In the October Surprise case, there are four 
would-be Deep Throats: Barbara Honegger, 
Richard Brenneke, Jarnshid Hashemi and Ari 
Ben-Menashe. At some point each has 
claimed first-person knowledge of the con-
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spiracy. The stories they told overlapped in 
broad outline-and in some cases, they corn
pared stories, swapped details and helped 
each other become more convincing. Jour
nalists committed to the notion of the Octo
ber Surprise often acted as a conduit be
tween them. 

Barbara Honegger: Honegger was a re
searcher in Reagan's 1980 campaign and 
worked at the White House and the Justice 
Department until 1983. In summer of 1987, 
Honegger claimed that in late October 1980, 
in the Reagan campaign headquarters in the 
Washington suburb of Arlington, she had 
heard a jubilant staffer say, "We don't have 
to worry about an October Surprise. Dick 
cut a deal." Dick, presumably, was Richard 
Allen, the Reagan campaign's top foreign
policy adviser and subsequently Reagan's 
first national-security adviser. It was the 
first confirmation from inside-a bull's-eye 
for the conspiracy theorists and the journal
ists who were following their trail. 

But there were several problems. The most 
basic was that Honegger was never able to 
identify this alleged staffer or say whether 
she had any reason to believe the staffer 
knew what he was talking about. The second 
was that Honegger, who published a book, 
"October Surprise," in 1989, herself seemed 
to have some difficulty in separating fact 
from fiction. Even Christopher Hitchins, a 
columnist for The Nation magazine and a 
sometime proponent of the October Surprise 
theory, said her expose was "diffused and 
naive." 

Richard Brenneke: A businessman from 
Portland, Ore., Brenneke claims to have 
worked for the CIA for 18 years as a contract 
operative. He met Honegger in August 1988 in 
Washington, where she told him about her 
theories on the October Surprise. Brenneke, 
astonishingly enough, claimed he had been 
present when the deal was done. He said the 
meeting had taken place in Paris, at the 
Hotel Raphael, on Oct. 19, 1980. And 
Brenneke confirmed what Honegger already 
thought: William Casey, then Reagan's cam
paign manager and later CIA director during 
Iran-contra, had represented the Reagan
Bush campaign. Donald Gregg, then a mem
ber of Jimmy Carter's National Security 
Council staff and later a national-security 
adviser for Vice President Bush, had been 
there, too. The Iranians were two arms deal
ers, Manucher Ghorbanifar and Cyrus 
Hasehrni. 

Then, two weeks later, Bani Sadr expanded 
his previous story. In Playboy magazine, 
Bani Sadr made the most surprising charge 
so far-George Bush was also present in 
Paris. (In a scathing story on the October 
Surprise, The New Republic reported last 
week that Bani Sadr has now retracted his 
claim that Bush was present.) Brenneke said 
he, too, could confirm that Bush was in 
Paris-and he said so, under oath, in Denver 
on Sept. 23, 1988. 

Brenneke was testifying on behalf of 
Heinrich Rupp, 58, a pilot and gold dealer 
who had been convicted of bank fraud. Rupp 
was an old friend, Brenneke said, the two 
had been involved in covert ops for the CIA. 
Brenneke gave sensational testimony. He 
said he had worked for the CIA for 18 years, 
until 1985. He said that on Oct. 19, 1980, Rupp 
had flown "Mr. Bush, Mr. Casey and a num
ber of other people to Paris, France, from 
the United States for a meeting with Iranian 
representatives." Brenneke said he had been 
directly involved in one of what he said were 
three meetings with the Iranians. He listed 
the Americans as Bush, Casey, Donald Gregg 
and Richard Allen. He said the Iranians in-
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eluded Hashemi Rafsanjani, who was then 
speaker of the Iranian Parliament and now 
president of Iran, and Cyrus Hashemi. 

Brenneke's testimony made news-and 
among those who read it, with mounting 
fury, was the investigator from Sen. John 
Kerry's subcommittee, Jack Blum. Blum has 
spent thousands of hours checking what 
Brenneke had told him and had begun to be
lieve that Brenneke was a fraud. The final 
proof, for Blum, came when be read 
Brenneke's assurance to the judge in Denver. 
"I will say, your honor, I have made these 
statements to Senator Kerry's committee 
and the United States Senate-again, under 
oath. * * *" Blum knew that was not true: 
Brenneke had never mentioned any involve
ment in the October Surprise. Blum pressed 
the U.S. attorney's office in Denver to file 
perjury charges, and Brenneke was indicted 
in May 1989. 

The trial, in April 1990, pitted Brenneke 
against the U.S. government-and the gov
ernment lost. Donald Gregg, now U.S. am
bassador to South Korea, testified he had not 
been in Paris on Oct. 19 or 20, 1980. Two of 
Casey's former secretaries said he had not 
been out of the country at that time. Two 
Secret Service agents said they were guard
ing Bush on the campaign trail when the 
meetings allegedly took place. A CIA records 
specialist said there was no trace that 
Brenneke had ever worked for the agency. 
But the government's case was sloppy, and 
Brenneke's lawyers played on the jury's 
doubts so skillfully that Brenneke was ac
quitted. In the process, he said he never 
meant to testify that he had actually seen 
Bush in Paris-only that he had been told 
Bush was there. 

Ari Ben-Menashe: Ben-Menashe first sur
faced as an October Surprise source in 1990, 
while he was being held in a federal prison in 
New York City on charges of attempting to 
sell U.S.-made military transport planes to 
Iran. Tried in October, he was acquitted 
after maintaining he had the secret approval 
of both the Bush administration and the Is
raeli government. Although Israeli officials 
deny it, Ben-Menashe claims he was an Is
raeli intelligence agent and an adviser to 
Prime Minister Yitzhak Shamir. 

Like Richard Brenneke, Ben-Menashe has 
been interviewed many times by journalists 
looking into the October Surprise (News
week, Nov. 4). Ben-Menashe says he, too, was 
in Paris on Oct. U~20. 1980, as a member of a 
six-person Israeli team that helped set up 
the meeting. He says he saw Bush and Casey 
there, and that they were accompanied by 
Robert Gates, who is now George Bush's 
nominee as CIA director. He says the Iranian 
delegation was led by the Ayatollah Mehdi 
Karrubi, not Cyrus Hashemi and Manucher 
Ghorbanifar. He told Newsweek that the 
meeting took place at the Hotel Ritz, not the 
Raphael or Crillon as Richard Brenneke 
claims; he also told another investigator, Is
raeli author Shmuel Segev, that the meeting 
was held at the Hotel George V. ABC News 
gave Ben-Menashe a lie-detector test in No
vember 1990; according to Christopher Isham, 
an ABC producer, Ben-Menashe failed it. 

Jamshid Hashemi: Jamshid Hashemi is a 
younger brother of Cyrus Hashemi, an Ira
nian arms dealer who died in London in 1986. 
Jamshid has been a source for ABC News and 
for "Frontline," the PBS documentary pro
gram. He claims that he, his brother Cyrus 
and Karrubi met William Casey in a hotel in 
Madrid in July 1980, to begin negotiating a 
secret deal with the Reagan-Bush campaign. 
There is at least some corroborating evi
dence for this claim. For one thing, knowl-
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edgeable officials agree that Cyrus Hashemi 
played a minor role during the hostage cri
sis-offering to help establish communica
tions between the Carter White House and 
Iranian leaders. For another, as ABC-News 
reported, the register at the Madrid Plaza 
Hotel actually shows that "A. Hashemi" and 
"Jamshid Halaj" were registered as guests at 
the time in question, late July 1980. 

MEETINGS AND MIXED MESSAGES 

There are, of course, myriad further details 
to these shifting and mutually contradictory 
allegations. But the essentials are clear. 
There were two sets of meetings, the first be
tween Karrubi, the Hashemi brothers and 
William Casey in Madrid, and the other in 
Paris in October. The second meeting in
volved either Casey and Gregg-or Casey, 
Bush and Gates-on the American side. On 
the Iranian side, depending on which "wit
ness" is believed, it involved either Cyrus 
Hashemi and Manucher Ghorbanifar or the 
Ayatollah Karrubi. Bush, Gates and Gregg 
have all denied that they were in Paris on 
those dates, and that they ever tried to ar
range a deal with any Iranian leaders. Casey 
is of course dead. So is Cyrus Hashemi. Aya
tollah Karrubi has denied ever visiting Ma
drid. 

A team of Newsweek correspondents has 
spent much of the past eight weeks exploring 
the evidence for these allegations. The News
week team believes that: 

Casey did not go to Madrid: Jamshid 
Hashemi told his story at length to PBS's 
"Frontline" series in April and to ABC's 
"Nightline" in June. He would not appear on 
camera for either program, and he did not 
reply to Newsweek's requests for an inter
view. He alleges that in March or April 1980, 
Casey made contact with Cyrus and himself 
while the pair were on a visit to Washington. 
Casey, he says, wanted to establish contact 
with an Iranian who was close to Ayatollah 
Khomeini. The brothers agreed to act as go
betweens. The meeting took time to set up, 
but in July, Cyrus asked Jamshid to bring 
the Ayatollah Karrubi from Teheran to Ma
drid to meet with Casey. According to 
Jamshid, Mehdi Karrubi arrived with his 
brother Hassan. 

They talked with Casey over two consecu
tive days, Jamshid says-two morning ses
sions of some three hours apiece. Then in 
August, Jamshid says, there was a second 
meeting between Casey and Karrubi, also in 
Madrid. After an exhaustive search of press 
reports, of Casey's diaries and of the diaries 
of his colleagues, ABC's "Nightline" re
ported that there was a three-day window
July 27, 28 and ~during which Casey's 
whereabouts were unknown. On the 30th, 
ABC reported, Casey was being interviewed 
by an ABC correspondent at Reagan cam
paign headquarters and dined that night 
with Bush in Washington. 

But Casey's whereabouts during the July 
"window" are convincingly established by 
contemporary records at the Imperial War 
Museum in London. Casey, it turns out, took 
a three-day breather from the campaign to 
participate in the Anglo-American Con
ference on the History of the Second World 
War. As a veteran of the Office of Strategic 
Services-the forerunner of the CIA-Casey 
delivered a paper on OSS operations in Eu
rope during the war. He went to a reception 
for conference participants on the evening of 
July 28, and he was photographed there. He 
delivered his paper on the morning of July 
29. 

ABC News acknowledged these facts in an 
update later in June-but still maintained 
that Casey had enough time on July 27 and 
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28 to fly to Madrid to meet with the Ira
nians. A close examination of the conference 
records by Newsweek, however, dem
onstrates that Casey in fact was present at 
the conference sessions in London on July 28. 
Historian Jonathan Chadwick, who orga
nized the conference, kept a precise, day-by
day and session-by-session record of who was 
present and who was not. According to 
Chadwick's records, Casey was present at 
9:30 a.m. on the 28th, stayed for the second 
morning session, leaving after lunch and re
turning at 4 p.m. He was also present, of 
course, on the 29th, when he delivered his 
paper. "I was very excited that such a big 
man was coming, but it turned out to be a 
disappointment," Chadwick said. "He just 
talked it through in a very gravelly voice. 
He came over as a very tough sort." 

There are records showing where Casey 
slept and ate as well-at the Royal Army 
Medical College, close to the Imperial War 
Museum. Officials there say they have a bill 
in the name of "W. Casey" charging him for 
a room on the nights of July 27 and 28, and 
for "messing"(eating a meal) on the 28th and 
29th. There is, in short, no possibility that 
Casey could have held meetings with anyone 
on two successive days in Madrid. 

Finally, there are large questions about 
Jamshid's story. He told ABC's Ted Koppel, 
for instance, that he and Cyrus made big 
profits in the arms trade as a direct result of 
the meeting in Madrid. But there is little 
evidence that the Hashemis had much money 
to spare. Elliott Richardson, who was Cyrus 
Hashemi's attorney in a 1984 arms-smuggling 
case, said that Cyrus seemed to be dealing in 
a "remarkably petty" quantity of arms. 

The Paris meeting did not occur: The vast 
discrepancies between Ben-Menasha's ac
count and Brenneke's account show, at the 
very least, that one of the two men is lying. 
But the weight of evidence suggests that 
both versions are false. 

Ben-Menashe has changed his story repeat
edly: did it happen at the Ritz, as he told 
Newsweek, or at the Hotel George V, as he 
told Shmuel Segev? He is also confused 
about the dates. In an interview with News
week, Ben-Menasha said he was sure it was 
Oct. 19 or Oct. 20 because it was close to the 
Jewish festival of Sukkot. Sukkot, a mov
able feast, occurred on Sept. 25 in 1980. 

There is reason to believe, meanwhile, that 
Brenneke was nowhere near Paris on Oct. 1~ 
20, 1980. The evidence consists of Brenneke's 
own credit-card receipts and desk diary for 
that period of time. According to a recent 
story in New York's Village Voice newspaper 
by Frank Snepp, a former CIA agent who is 
now a freelance journalist and investigator, 
Brenneke's credit-card receipts show that he 
stayed at a motel in Seattle, Wash., from 
Oct. 17 to Oct. 19. His desk calendar, Snepp 
also reported, showed that he was home in 
Portland on Oct. 20. These records, Snepp 
said, were shown to him by Peggy Adler 
Robohm, a writer who at first admired and 
wholly believed Brenneke's stories. Robohm 
got the records from Brenneke himself, dur
ing a short-lived collaboration on his auto
biography. Fearful of being caught in a lit
erary fraud, Robohm ended their collabora
tion last summer. 

(Brenneke did not return repeated calls 
from Newsweek. But one of his lawyers, 
Mike Scott, said Snepp's story was false.) 

There is, finally, solid evidence that 
George Bush did not go to Paris on Oct. 1~ 
20, 198~the U.S. Secret Service logs re
corded where candidate Bush was on those 
days. Those logs show that Bush campaigned 
in New Jersey and Pennsylvania on Oct. 17, 
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and that he went to the Chevy Chase Coun
try Club, outside Washington, during the day 
on Oct. 19. They also show that he delivered 
a campaign speech before the Zionist Organi
zation of America at a Washington hotel 
that night. The logs show that he returned 
to his home at about 9:30 on the night of the 
19th. The next day, Oct. 20, the Secret Serv
ice logs and press reports both record that 
Bush was back on the campaign trail in New 
Haven, Conn. Given the travel time involved, 
there is no reasonable possibility that he 
could have flown to Paris, met the Iranians 
and returned to the United States in that 
time period. 

These details may or may not convince 
conspiracy theorists who cling to the Octo
ber Surprise-just as the Warren Commission 
report failed to convince a whole generation 
of would-be investigators that Lee Harvey 
Oswald, acting alone, killed John F. Ken
nedy. But the evidence on Bush and Casey's 
whereabouts-and on the bona fides of their 
accusers-must also be considered against 
the broad history of U.S.-Iran relations in 
the 19808. Indeed, the October Surprise the
ory rests on two broad-brush assumptions 
that are highly suspect. 

One is the notion that Iran must have got
ten U.S. weapons from the Reagan adminis
tration in return for delaying the hostages' 
release. Despite the record of the Iran-contra 
scandal, however, there is oddly little evi
dence of any substantial weapons "payofr' 
to Iran. An authoritative analysis by the 
Stockholm International Peace Research In
stitute shows that Iran spent approximately 
$5 billion on arms between 1980 and 1983-and 
$3 billion of that total went for military 
equipment from communist-bloc countries. 
It is true, apparently, that Israel supplied 
Iran with $50 million worth of spare parts for 
U.S.-built F-4 Phantom jets in the spring of 
1980. But S50 million is chicken feed for 
swinging a U.S. presidential election. And 
Iran never got spare parts for its more po
tent F-14s, which rarely flew during the 
Iran-Iraq War but which could well have de
terred Iraqi air attacks on Teheran and 
other cities. Only the United States could 
have provided the parts. Arms dealer Ian 
Smalley, who made a fortune selling weap
ons to Iran, says he does not believe that the 
Reagan administration cut a deal. "If the 
U.S. had been in the market, we would have 
been out of business," Smalley said. 

A second pivotal notion is that secret ne
gotiations on the hostage issue between the 
Carter administration and the Iranian gov
ernment inexplicable broke down during Oc
tober 1980. (Gary Sick, among others, places 
great emphasis on this fact.) But Iranian 
leaders were arguably distracted by the out
break of the Iran-Iraq War, which began on 
September 22. In a report for the Council on 
Foreign Relations, former Carter adminis
tration official Harold Saunders argues that 
the war "diverted and absorbed the attention 
of Iran's leaders"-and Saunders said that 
only "skillful management" by Rafsanjani 
got the Iranian Parliament to resolve its dis
agreements on the hostage issue. If, as some 
October Surprise proponents have claimed, 
Rafsanjani participated in the alleged secret 
deal with the Reagan campaign, why did he 
try to resolve the hostage impasse while 
Carter was still in power? Then, too, many 
Iranians hated Jimmy Carter. Eric Rouleau, 
who is now France's ambassador to Turkey, 
was a journalist in Teheran at the time. 
Rouleau, who knew many Iranian leaders 
personally, says he heard no gossip about 
any pending deal with the Reagan campaign. 
But the Iranians were well aware that releas-



30008 
ing the hostages could help Carter win the 
election-and Rouleau says there was "a lot 
of discussion, lots of declarations, to the ef
fect that the Iranians would never give any 
kind of 'gift' to President Carter. " 

There is, finally , one tantalizing coinci
dence in the secret record of the hostage cri
sis. On July 1, or July 2, 1980, Cyrus Hashemi 
met with a member of the Iranian leadership 
at the Ritz Hotel in Madrid. He was, appar
ently, acting as a go-between for the Carter 
administration, which by then was des
perately seeking some new avenue to reopen 
the hostage negotiations. (That meeting, 
Newsweek sources say, led to a last-ditch 
diplomatic initiative by Secretary of State 
Edmund Muskie in September.) Within a 
week, according to Bani Sadr's diaries, Bani 
Sadr was told by the Ayatollah Khomeini's 
nephew that Iran had been approached by 
Reagan's men with a proposition on the hos
tages. The meeting site-Spain-was men
tioned. Could it be that the Ayatollah's 
nephew confused Reagan with Carter-and 
that the whole notion of the October Sur
prise stems from that simple mistake? 

NO MFN TO U.S.S.R. UNLESS IT 
CUTS AID TO CUBA 

HON. LAWRENCE J. SMITII 
OF FLORIDA 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. SMITH of Florida. Mr. Speaker, the Unit
ed States must effectively use both carrot and 
stick to help the U.S.S.R. to institutionalize de
mocracy and to establish a free market econ
omy. 

Soviet Union citizens and American tax
payers would certainly agree that annual Scr 
viet subsidies to Castro's Cuba could be put to 
better use in the Soviet Union. An overwhelm
ing majority of Soviet citizens favor terminating 
their Government's generous support for Cas
tro's brutal regime. 

In my recent trip to Moscow, officials at the 
highest levels assured me that they were very 
eager to soon halt their country's preferential 
treatment of Castro. 

I am extremely gratified that on October 28, 
Russian President Boris Yeltsin announced 
that the Russian Republic would cease all aid 
to Cuba, military and economic. If the other re
publics follow suit, this will soon be a national 
Soviet policy. I hope they do act soon. 

But we must hold the Soviets to their word. 
That is why I am glad to join my friend from 
New Jersey, Mr. GUARINI, as an original ccr 
sponsor of this bill to withhold MFN from the 
U.S.S.R. unless it terminates all direct military 
and economic aid to Castro's regime. 

This bill makes good, common sense. It prcr 
vides the necessary reward or carrot of MFN 
to the Soviets if they live up to their promise. 
It denies them MFN if they don't live up to 
their promise. 

Mr. Speaker, let me suggest to my col
leagues, that if you want to help the Soviet 
people, to help to promote democracy in 
Cuba, and to get the respect of the American 
taxpayer, then support this bill. 
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"A HUNDRED YEARS AGO, THE 
BUFFALO SOLDIER REVISITED'' 

HON. RONAlD D. COLEMAN 
OF TEXAS 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. COLEMAN of Texas. Mr. Speaker, I rise 
today to invite my colleagues to view a special 
art exhibition commemorating the 9th and 
101st Cavalry Units of the U.S. Army, also 
known as the Buffalo Soldiers. The artist, Bob 
Snead, is a resident of El Paso, in the 16th 
Congressional District of Texas. 

Mr. Snead's exhibition notes describe the 
units "being formed under the congressional 
directive which stated: 'The units will be 
manned by negro enlisted men and white offi
cers.' 

"From the staked plains of Texas to the jag
ged mountain peaks of Arizona, and from the 
muddy waters of the Rio Grande to the north
ern wilderness of the Canadian border, the 
men of the cavalry patrolled, campaigned, 
fought, and died. Their missions were as var
ied and numerous as the locations and terrain 
they encountered. They built forts across the 
frontier and escorted the wagon trains that 
brought the pioneers to them. Railroad con
struction crews and telegraph linemen appre
ciated their presence, a feeling that was not 
shared by cattle thieves and illegal traders 
who supplied Indians with guns and whiskey. 

"The name 'Buffalo Soldiers' originated with 
the Native Americans because these soldiers 
resembled the great Buffalo of the Plains, with 
their black skin and short curly hair. The 
record of the Buffalo Soldiers still stands as 
the greatest collective Black military contribu
tion to the United States and the freedom for 
which it stands." 

Mr. Speaker, the Buffalo Soldiers are re
membered through the artistry of Mr. Snead. 
In addition to his accomplishments as an artist 
and cartoonist, Mr. Snead has taken the story 
of the Buffalo Soldiers to the stage. His one
man play "Held in Trust" depicts the life and 
times of Lt. Henry Ossian Flipper, the first 
black graduate of the West Point Military 
Academy. The play highlights Flipper's unjust 
dismissal from the Army and his lifelong quest 
to regain his good name and place in history, 
and the U.S. Army. 

Mr. Speaker, on behalf of the residents of 
the 16th Congressional District of Texas, and 
the Members of the U.S. House of Represent
atives, I would like to welcome Mr. Snead, and 
his remembrances of the Buffalo Soldiers, to 
these halls. 

TRIBUTE TO STEVE ENDEAN 

HON. MARTIN OLAV SABO 
OF MINNESOTA 

IN THE HOUSE OF REPRESENTATIVES 

Monday, November 4, 1991 

Mr. SABO. Mr. Speaker, I wish today to 
honor one of the leaders in the fight for fair
ness for lesbian, gay, and bisexual Ameri
cans-Steve Endean. Steve Endean became 
a gay activist in my home State of Minnesota 
more than 20 years ago, when the organized 
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movement for gay civil rights was in its in
fancy. Steve was the first lobbyist for lesbian, 
gay, and bisexual civil rights at the Minnesota 
State Capitol in St. Paul, when I was Speaker 
of the Minnesota House, and he was a leader 
in efforts to pass the Minneapolis city ordi
nance on gay rights. 

In 1978, after working at the local level for 
several years, Steve Endean moved to Wash
ington, DC and founded the Gay Rights Na
tional Lobby, one of the first national political 
organizations in Washington working to outlaw 
discrimination on the basis of sexual orienta
tion. 

Steve Endean was a founder of the Human 
Rights Campaign Fund. Later he became the 
field director of the expanded Human Rights 
Campaign Fund and helped build its renowned 
grassroots network. Today, thanks largely to 
Steve Endean, the Human Rights Campaign 
Fund is the Nation's largest lesbian, gay and 
bisexual civil rights organization and one of 
the country's largest political action commit
tees. 

Steve Endean left the Human Rights Cam
paign Fund last Friday, but that will not stop 
his work for equal opportunity for all Ameri
cans regardless of their sexual orientation. "A 
lot of elected officials, even if they don't op
pose fairness for lesbians and gay men, 
choose to duck the issue," said Endean re
cently to the Minnesota Star Tribune. "They 
are misjudging the prevailing winds." He cited 
a 1991 Penn and Schoen poll that showed 
over 75 percent of the respondents supported 
protection from job discrimination for lesbian, 
gay, and bisexual Americans. 

Never one to rest, Steve Endean has ern
barked on a new campaign to ask prominent 
Minnesotans to support laws barring discrimi
nation against gays, lesbians, and bisexuals. 
The first leaders to take this stand include: 
Joan Mondale, wife of the former vice presi
dent; Alan Page, an attorney and former Vi
kings football player; Wheelock Whitney, a 
former Republican gubernatorial candidate, 
and Beverly McKinnell, president of the 
League of Women Voters of Minnesota. 

Steve Endean has been a pioneer in the 
movement to provide fair treatment for all peer 
pie regardless of their sexual orientation. I am 
proud to recognize him today and thank him 
for all the good work he has done. 

SENATE COMMITTEE MEETINGS 
Title IV of Senate Resolution 4, 

agreed to by the Senate on February 4, 
1977, calls for establishment of a sys
tem for a computerized schedule of all 
meetings and hearings of Senate com
mittees, subcommittees, joint commit
tees, and committees of conference. 
This title requires all such committees 
to notify the Office of the Senate Daily 
Digestr-designated by the Rules Com
mittee-of the time, place, and purpose 
of the meetings, when scheduled, and 
any cancellations or changes in the 
meetings as they occur. 

As an additional procedure along 
with the computerization of this infor
mation, the Office of the Senate Daily 
Digest will prepare this information for 
printing in the Extensions of Remarks 
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section of the CONGRESSIONAL RECORD 
on Monday and Wednesday of each 
week. 

Meetings scheduled for Tuesday, No
vember 5, 1991, may be found in the 
Daily Digest of today's RECORD. 

MEETINGS SCHEDULED 

NOVEMBER6 
9:00a.m. 

Labor and Human Resources 
Business meeting, to mark up the pro

posed "Health Professions and Nurses 
Education Act," the proposed "Health 
Promotion and Disease Prevention 
Act," and to consider pending nomina
tions. 

SD-430 
9:30a.m. 

Governmental Affairs 
Permanent Subcommittee on Investiga

tions 
To continue hearings to examine orga

nized crime activities in 
Asian communities. 

SD-342 
10:00 a.m. 

Banking, Housing, and Urban Affairs 
Business meeting, to consider the nomi

nations of Robert L. Clarke, of Texas, 
to be Comptroller of the Currency, De
partment of the Treasury, Susan M. 
Phillips, of Iowa, to be a Member of the 
Board of Governors of the Federal Re
serve System, and David F. Bradford, 
of New Jersey, and Paul Wonnacott, of 
Maryland, each to be a Member of the 
Council of Economic Advisers. 

SD-538 
Foreign Relations 

To hold hearings to examine relations in 
a multipolar world after the Cold War. 

SD-419 
Select on POW/MIA Affairs 

To continue hearings to examine the 
process of investigation of POW/MIA's 
currently in place, and to determine 
whether or not live Americans are 
being held against their will in South
east Asia. 

SH-216 
2:15p.m. 

Foreign Relations 
African Affairs Subcommittee 

To hold hearings to examine the current 
political situation in Zaire. 

SD-419 
3:00p.m. 

Conferees on H.R. 70'1, to improve the regu
lation of futures trading and authorize 
appropriations for the Commodity Fu
tures Trading Commission. 
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NOVEMBER7 
9:00a.m. 

Governmental Affairs 
Government Information and Regulation 

Subcommittee 
To hold hearings on adjusting censal es

timates of the Bureau of the Census, 
Department of Commerce. 

SD-342 
9:30a.m. 

Energy and Natural Resources 
Public Lands, National Parks and Forests 

Subcommittee 
To hold hearings on S. 461, designating 

segments of the Lamprey River in New 
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Hampshire for potential addition to the 
National Wild and Scenic Rivers Sys
tem, S. 606, designating segments of 
the Allegheny River in Pennsylvania as 
a component of the National Wild and 
Scenic Rivers System, S. 1230 and H.R. 
990, to authorize additional funds for 
land acquisition at Monocacy National 
Battlefield, Maryland, S. 1552, des
ignating the White Clay Creek in Dela
ware and Pennsylvania for potential 
addition to the National Wild and Sce
nic Rivers System, S. 1660, to authorize 
funds for implementation of the devel
opment plan for a segment of Penn
sylvania Avenue in the District of Co
lumbia, S. 1772 and H.R. 2370, to alter 
the boundaries of the Stones River Na
tional Battlefield, Tennessee, and S. 
1770, to convey certain surplus real 
property located in the Black Hills Na
tional Forest to the Black Hills Work
shop and Training Center. 

SD--366 
Small Business 
Competitiveness and Economic Oppor

tunity Subcommittee 
To hold oversight hearings to examine 

how product liability affects small 
business, focusing on innovation and 
competitiveness. 

SR-428A 
Select on POW /MIA Affairs 

To continue hearings to examine the 
process of investigation of POW/MIA's 
currently in place, and to determine 
whether or not live Americans are 
being held against their will in South
east Asia. 

SH-216 
10:00 a.m. 

Commerce, Science, and Transportation 
Foreign Commerce and Tourism Sub

committee 
To hold hearings to examine U.S. trade 

with eastern Europe and the Soviet 
Union. 

SR-253 
Foreign Relations 

To hold hearings to review the Presi
dent's unilateral nuclear arms reduc
tion initiative, the response of Presi
dent Gorbachev, and the recent meet
ing in Madrid. 

SD-419 
2:00p.m. 

Small Business 
To hold hearings on the nomination of 

Paul H. Cooksey, of Virginia, to be 
Deputy Administrator of the Small 
Business Administration. 

SR-428A 

NOVEMBERS 
9:30a.m. 

Governmental Affairs 
Oversight of Government Management 

Subcommittee 
To hold hearings to examine whether the 

Federal Government's purchasing prac
tices are environmentally conscious. 

SD-342 
10:00 a.m. 

Foreign Relations 
To resume hearings to examine relations 

in a multipolar world after the Cold 
War. 

SD-419 

30009 
NOVEMBER 12 

10:00 a.m. 
Commerce, Science, and Transportation 

To hold hearings to examine competi
tiveness in the U.S. computer software 
industry. 

SR-253 

NOVEMBER 14 
9:30a.m. 

Governmental Affairs 
Oversight of Government Management 

Subcommittee 
To hold hearings to examine the Federal 

Government role in promoting chil
dren's health through the national 
school system. 

SD-342 

NOVEMBER15 
9:30a.m. 

Commerce, Science, and Transportation 
To hold hearings to examine global 

change research, focusing on ozone de
pletion and its impact on the environ
ment. 

SR-253 
Select on Indian Affairs 

To hold hearings on S. 1607, to provide 
for the settlement of the water rights 
claims of the Northern Cheyenne Tribe. 

SR-485 

NOVEMBER19 
10:00 a.m. 

Commerce, Science, and Transportation 
To hold oversight hearings on title 5 of 

Public Law 100--418, authorizing the 
President to conduct a study on the ef
fect of foreign mergers, acquisitions, 
and takeovers on U.S. national secu
rity. 

SR-253 

NOVEMBER20 
10:00 a.m. 

Select on Indian Affairs 
To hold oversight hearings on Federal 

court review of tribal court rulings in 
actions arising under the Indian Civil 
Rights Act. 

SR-485 

CANCELLATIONS 

NOVEMBER12 
10:00 a.m. 

Select on Indian Affairs 
To hold hearings on S. 538, to restore 

Federal recognition of, and assistance 
to, the Miami Nation of Indiana. 

SR-485 

POSTPONEMENTS 

NOVEMBER6 
10:00 a.m. 

Select on Indian Affairs 
To hold hearings on S. 538, to restore 

Federal recognition of, and assistance 
to, the Miami Nation of Indiana. 

SR-485 
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